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NOVEMBER 15, 1978 


Period, the Redesignation of Securi- 
ties Information Center, Inc. as the 
Commission’s Designee to Maintain 
and Operate the Data base of Mis- 
sing, Lost, Counterfeit or Stolen 
Securities and the Registration of 
Certain Institutions subject to Rule 


34-15292 Interpretative Release reflecting the 
views of the Division of Investment 
Management regarding the Reporting 
obligation and filing requirement of 
certain institutional investment man- 
agers under the Commission’s Re- 
cently Implemented Institutional Dis- 
closure Program 


Publication of Staff Accounting Bulle- 
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The following releases relate to self-regulatory 
organization rule proposals and/or adoptions. 


34-15283 
34-15291 


33-5991 Adoption of an Amendment to the 
Rules of Practice relating to the Pro- 
cedure to be followed by the Commis- 
sion in giving Notice of Proceedings 
to persons entitled to such notice in 
stop order cases 
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SECURITIES ACT OF 1933 
Release No. 5989/October 31, 1978 


In the Matter of 
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THE MILBANK, TWEED, HADLEY & MCCLOY 
PARTNERS’ RETIREMENT PLAN 

1 Chase Manhattan Plaza 

New York, NY 10005 


(18-22) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 3(a)(2) OF THE SECURITIES ACT OF 1933 
FOR AN ORDER EXEMPTING FROM THE PROVI- 
SIONS OF SECTION 5 OF THE ACT INTERESTS OR 
PARTICIPATIONS IN THE MILBANK, TWEED, 
HADLEY & MCCLOY PARTNERS’ RETIREMENT 
PLAN. 


NOTICE iS HEREBY GIVEN that Milbank, Tweed, 
Hadley & McCloy (hereinafter referred to as the 
“Applicant” or the “Firm”), a law firm organized as a 
partnership under the laws of the State of New York, 
on October 4, 1978, filed an application for exemption 
from the registration requirements of the Securities 
Act of 1933 (the “Act”) for participants or interests 
issued in connection with the Milbank, Tweed, Hadley 
& McCloy Partners’ Retirement Plan (the “Plan”). All 
interested persons are referred to that document, 
which is on file with the Commission, for the facts 
and representations contained therein, which are 
summarized below. 


The Plan covers the Applicant’s partners, of whom 51 
were eligible to participate, and of whom 38 were 
active participants, as of December 31, 1977. At 
December 31, 1977, the aggregate market value of the 
assets of the Plan was $1,602,464. All partners are 
eligible to participate in the Plan if they are at least 25 
years of age and have completed one year of service 
with the Firm. 


Applicant states that the Plan is of the type commonly 
referred to as a “Keogh” plan, which covers persons 
(in this case, Applicant’s partners) who are employees 
within the meaning of Section 401(c)(1) of the Internal 
Revenue Code of 1954, as amended (the “Code”’), and 
therefore, is excepted from the exemption provided by 
Section 3(a)(2) of the Act for interests or 
participations in employee benefit plans of corporate 
employers. Section 3(a)(2) of the Act provides, 
however, that the Commission may exempt from the 
provisions of Section 5 of the Act any interest or 
participation issued in connection with a pension or 
profit-sharing plan which covers employees, some or 
all of whom are employees within the meaning of 
Section 401(c)(1) of the Code, if and to the extent that 
the Commission determines this to be necessary or 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


Applicant states that the Plan, originally adopted 
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effective as of January 1, 1968, was amended from 
time to.time and was amended and restated in its 
entirety, effective as of January 1, 1976, in order to 
comply with the Employee Retirement Income 
Security Act of 1974 (“ERISA”). The Internal Revenue 
Service (“IRS”) has issued a ruling dated October 3, 
1977, to the effect the Plan, as so amended and 
restated, is a qualified plan under Section 401(a) of 
tne Code. Applicant makes annual contributions to 
the Plan on behalf of participants based on a 
percentage of the participant’s share of Firm net 
income not to exceed $7,500. The Firm proposes to 
further amend the Plan to provide that active 
participants may make voluntary contributions to the 
Plan of not more than 10 percent of such participant’s 
share of Firm net income for all years during which 
the person has been a participant, subject to certain 
limitations. Such proposed amendment will be 
effective as of January 1, 1978, subject to issuance by 
the IRS of a determination as to the continued 
qualification of the Plan, as so amended. 


Applicant states that because the Plan covers 
persons, all of whom are employees within the 
meaning of Section 401(c)(1) of the Code, the Plan is 
not an “employee pension benefit plan” under Title | 
of ERISA. However, as a qualified Plan under Section 
401(a) of the Code, the Plan is subject to Title II of 
ERISA and IRS regulations thereunder. In addition, 
even though the Plan is not subject to the reporting 
and disclosure requirements of Title !, the tax 
provisions of Title Il of ERISA require the filing with 
the IRS of an annual report with respect to the Plan 
similar to the annual report required under Title | of 
ERISA. 


Applicant submits that the primary reason for denying 
a blanket exemption to pension and profit sharing 
plans covering self-employed persons was a concern 
on the part of Congress that such plans constitute 
complex investment vehicles, interests in which could 
be sold by sponsoring financial institutions to 
self-employed persons who might not be sophisti- 
cated in the securities field or who might be unable to 
protect adequately their interests and those of their 
participating employees. Applicant states that the 
Plan does not present the risks associated with the 
sale of interests or participations in multiemployer 
plans by sponsoring financial institutions with which 
Congress appeared to be concerned. Applicant further 
submits that the registration requirement exists at all 
only because the Firm does business as a 
partnership. If it were incorporated, its partners would 
not be self-employed persons and there would be no 
question as to the availability of the exemption. 


Applicant states that the Plan is not a uniform 
prototype or master plan designed to be marketed by 
a sponsoring financial institution or promoter to 
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numerous unrelated self-employed persons. The Plan 
was prepared by attorneys in the Firm and covers only 
partners of the Firm. 


Applicant states that it has employed independent 
experts to provide investment services with respect to 
the Plan. The Chase Manhattan Bank, N.A. is trustee 
(the “Trustee”) for the Plan under an agreement of 
trust dated as of January 1, 1968, as amended (the 
“Trust Agreement”). Under the Trust Agreement the 
Trustee has the power in its sole discretion to invest 
and reinvest Plan assets in any permitted investments 
as provided therein. Although the Plan and the Trust 
Agreement permit the assets of the Plan to be 
invested in any collective trust established and 
invested by the Trustee for the collective investment 
of funds of plans qualified under Section 401(a) of the 
Code, the assets of the Plan have not been 
commingled in collective investment media with the 
assets of the plans of other employers and Applicant 
represents that the Trustee has expressed that it has 
no intention of commingling Trust assets and 
Applicant has no intention of requesting the Trustee 
to do so. 


Applicant states that it maintains substantial 
administrative control over the Plan. The Plan 
provides for the appointment of a Committee 
consisting of at least three persons each of whom 
must be a partner in the Firm. The Committee has 
overall responsibility and authority for administration 
of the Plan, including construction of the Plan, 
determinations of questions of fact and law arising 
under the Plan and authorization of distributions from 
the trust fund established by the Trustee pursuant to 
the Plan. The Committee may employ such 
investment advisers, experts and other persons as it 
deems appropriate in connection with the administra- 
tion of the Plan. The Committee has no authority with 
respect to the acquisition or disposition of Plan 
assets, such authority being the exclusive responsi- 
bility of the Trustee. 


Applicant represents that it has not distributed and 
does not intend to distribute any type of promotional 
material relating to the Plan and has not made and 
does not intend to make any solicitation of voluntary 
contributions under the Plan. The Firm makes 
available to Plan participants, upon request and 
without charge, copies of the Plan, the Trust 
Agreement and monthly summaries of the Trust’s 
investments and furnishes each. participant with other 
descriptive materials relating to various features of the 
Plan, including annual financial statements of the 
Plan and monthly statements setting forth the amount 
of contributions to and the value of each participant’s 
account. 


® Applicant states that it is engaged in furnishing legal 


services of a type which necessarily involve financialiy 
sophisticated and complex matters and, for that 
reason as well as the extensive administrative control 
over the Plan maintained by the Firm, is able to 
represent adequately the interests of its partners who 
are participants in the Plan. Applicant further states 
that in the light of the limited number as well as the 
high degree of sophistication of the participants, the 
nature of the Plan’s interests, and the partners’ access 
to information regarding the interests, participants are 
able to represent themselves adequately with respect 
thereto. 


Applicant concludes that for the foregoing reasons, 
granting the requested exemptive orders would be 
appropriate in the public interest and consistent with 
the protection of investors and purposes fairiy 
intended by the policy and provisicns of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 24, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his or her interest, the 
reason for such request and the issues, if any, of fact 
or law proposed to be controverted, or he or she may 
request to be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in the case of an attorney 
at law, by certificate) shall be filed contemporaneous- 
ly with the request. An order disposing of the matter 
will be issued as of course following November 24, 
1978, unless the Commission thereafter orders a 
hearing upon request or upon the Commission’s own 
motion. Persons who request a hearing, or advice as 
to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the 
date of the hearing (if ordered) and any postponement 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5990/October 31, 1978 


In the Matter of 
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RETIREMENT PLAN FOR LEGAL AND OTHER 
PERSONNEL OF SIMPSON, THACHER & BARTLETT 
One Battery Park Plaza 

New York, NY 10004 


(18-10) 


ORDER PURSUANT TO SECTION 3(a)(2) OF THE 
SECURITIES ACT OF 1933 EXEMPTING FROM THE 
PROVISIONS OF SECTION 5 OF THE ACT 
INTERESTS OR PARTICIPATIONS IN THE RETIRE- 
MENT PLAN FOR LEGAL AND OTHER PERSONNEL 
OF SIMPSON, THACHER & BARTLETT 


Simpson, Thacher & Bartlett (“Applicant”), a law firm 
organized as a partnership under the laws of the State 
of New York, filed an application on March 20, 1978, 
for an exemption from the registration requirements of 
the Securities Act of 1933 (the ‘“Act”) for 
participations or interests issued in connection with 
the Retirement Plan for Legal and Other Personnel of 
Simpson, Thacher & Bartlett (the “Plan’”’). 


On October 3, 1978, a notice was issued (Release No. 
5986) of the filing of the application. The notice 
gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the 
application would be issued as of course unless a 
hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter has been considered, and it is found that 
the granting of the application is appropriate in the 
public interest and consistent with the protection of 
investors and the purposes fairly intended by the 
policy and provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 3(a)(2) of the 
Act, that interests or participations issued in connec- 
tion with the Plan shall not be subject to the require- 
ments of Section 5 of the Act effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5991/November 2, 1978 


NOTICE OF PROCEEDINGS RELATING TO THE 
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‘FOR FURTHER 


PROPRIETY OF ISSUING AN ORDER SUSPENDING 
EFFECTIVENESS OF A REGISTRATION STATEMENT 


AGENCY: Securities and Exchange Commission. 
ACTION: Final Rule. 


SUMMARY: The Commission is adopting an 
amendment to the Rules of Practice relating to the 
procedure to be followed by the Commission in giving 
notice of proceedings to persons entitled to such 
notice. The amendment concerns notices of 
proceedings relating to the propriety of the 
Commission’s issuance of a stop order suspending 
the effectiveness of a registration statement. The new 
provision specifies that, in addition to the persons 
identified in the statute as entitled to such notice, if 
the proceedings are commenced within ninety days 
after the registration statement became effective, the 
agent service and each person designated on the 
facing sheet of the registration statement to receive 
copies of communications to such agent must be 
provided notice of stop order proceedings. This 
amendment should obviate the need for underwriters 
and others to request telegrams which state that the 
Commission has not commenced a stop order 
proceeding in connection with the closing of the sale 
of the securities covered by the registration 
statement. Accordingly, in the absence of unusual 
circumstances, confirmation that a stop order 
proceeding has not been commenced will not be given 
within ninety days after a registration statement has 
become effective. 


EFFECTIVE DATE: November 6, 1978. 


INFORMATION CONTACT: Linda 
Griggs, Division of Corporation Finance, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549 ((202) 755-1803). 


SUPPLEMENTARY INFORMATION: The Commis- 
sion today announced the adoption of an amendment 
to Rule 6 of the Rules of Practice (17 CFR 201.6). Rule 
6 relates to notice of proceedings and hearings and 
sets forth the procedure to be followed by the 
Commission in giving notice to persons of the 
commencement of proceedings and of the scheduling 
of hearings. 


Subsection (a) of Rule 6 provides that whenever the 
Commission issues an order for proceeding 
appropriate notice shall be given to each party to the 
proceeding and any other person entitled to notice. 
The provision adopted today amends Rule 6 to add 
subsection (f) to identify with more specificity the 
persons entitled to receive notice of proceedings to 
determine the propriety of the Commission’s issuing 
an order which would suspend the effectiveness of a 














registration statement (“stop order proceeding”) filed 
under the Securities Act of 1933 [15 U.S.C. 77a et 
seq., aS amended by Pub. L. No. 94-29 (June 4, 1975)] 
(“Securities Act”). 


Stop order proceedings are authorized by Section 8(d) 
of the Securities Act. A stop order may be issued 
when the Commission believes that the “registration 
statement includes any untrue statement of a material 
fact or omits to state any material fact required to be 
stated therein or necessary to make the statements 
therein not misleading. . . .” (Section 8(d)). Prior to 
the issuance of a stop order, however, the 
Commission must give notice to the persons specified 
in Section 8(f) of the Act and provide such persons 
with the opportunity to request a hearing within 
fifteen days after notice was given. 


Section 8(f) provides that notice should “be sent to or 
served on the issuer or, in the case of a foreign 
government or political subdivision thereof, to or on 
the underwriter, or in the case of a foreign or 
Territorial person, to or on its duly authorized 
representative in the United States. .. .” 


Managing underwriters of an offering being registered 
under the Securities Act, counsel for the issuer and 
counsel for the underwriters or the purchasers 
frequently request the Commission to send to them at 
the time of the closing of the sale pursuant to the 
registration statement a telegram advising them that 
the Commission has not commenced a proceeding 
under Section 8(d). Such requests are made despite 
the requirement in Section 8 and Rule 6 that the 
Commission give notice of stop order proceedings to 
the issuer. The Commission’s staff has attempted to 
comply with such requests because it understands 
that the underwriters and counsel desire direct 
assurance that the Commission has not commenced a 
stop order proceeding. 


Occasionally the requested telegrams are not received 
on a timely basis. As a result, the time of the staff 
and the parties to the closing may be inconvenienced 
by last minute efforts to obtain the transmittal of the 
telegram or oral confirmation that no stop order 
proceeding has been instituted. The Commission 
believes that these problems are of a technical nature 
but are needless impediments to the capital formation 
process and aggravations for persons engaged in 
selling securities. 


Accordingly, the Commission has determined to 
amend Rule 6 to require that, in addition to the 
persons identified in Section 8(f) of the Securities Act 
as entitled to notice, notice of stop order proceedings 
be given to the agent for service named on the facing 
sheet of the registration statement and to each other 
person designated on the facing sheet of the 


registration statement as a person to whom copies of 
communication to such agent are to be sent in all 
cases when such proceedings are commenced within 
ninety days after the registration statement has 
become effective. This amendment should obviate the 
need for the telegrams and thereby resolve the 
technical problems relating to requests for such 
telegrams. Accordingly, in the absence of unusual 
circumstances, the Commission’s staff will no longer 
give confirmation, either by telegram or orally, that a 
stop order proceeding has not been commenced if 
such confirmation is requested within ninety days 
after a registration statement has become effective. 


17 CFR Part 201 is amended by adding the following 
paragraph (f) to §201.6: 


§201.6 Notice of proceedings and hearings. 


* * * * * 


(f) Persons entitled to notice. Any notice of a 
proceeding relating to the issuance of a stop order 
suspending the effectiveness of a registration 
statement, pursuant to Section 8(d) of the Securities 
Act of 1933 [15 U.S.C. 77a et seq., as amended by 
Pub. L. No. 94-29 (June 4, 1975)], shall be given to 
each person specified in Section 8(f) of that Act. In 
addition, if such proceeding is commenced within 
ninety days after the registration statement became 
effective, notice of the proceeding shall be given to 
the agent for service named on the facing sheet of the 
registration statement and to each other person 
designated on the facing sheet of the registration 
statement as a person to whom copies of 
communications to such agent are to be sent. 


* * * * * 


(Secs. 8, 19, 48 Stat. 79, 85; sec. 209, 48 Stat. 908; 
sec. 301, 54 Stat. 857; sec. 308(a)(2), 90 Stat. 57; 15 
U.S.C. 77h, 77s) 


The Commission finds that the foregoing action 
relates solely to rules of agency procedure or practice 
and, accordingly, that notice and prior publication for 
comment under the Administrative Procedure Act, 5 
U.S.C. 551, et seq., are unnecessary. See 5 U.S.C. 
553(b). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SEC DOCKET/5 








SECURITIES EXCHANGE ACT OF 1934 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15283/October 27, 1978 


NOTICE OF FILING OF PROPOSED RULE CHANGE 
BY NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


File No. SR-NASD-78-16 


The National Association of Securities Dealers, Inc. 
(“NASD”) submitted on October 11, 1978, a proposed 
rule change under Rule 19b-4 to amend Schedule C 
under Article |, Section 2 of its By-Laws to create 
several new categories of limited principal registration 
and to provide for specialized principal qualification 
examinations for those various categories. According 
to the NASD, the proposed rule change is being filed 
as part of a pilot program to offer specialized principal 
qualification examinations using an automated test 
administration system. 


Publication of the submission is expected to be made 
in the Federal Register during the week of October 30, 
1978. In order to assist the Commission to determine 
whether to approve the proposed rule change or 
institute proceedings to determine whether the 
proposed rule change should be disapproved, 
interested persons are invited to submit written data, 
views and arguments concerning the submission 
within 15 days from the date of publication in the 
Federal Register. Persons desiring to make written 
comments should file six copies thereof with the 
Secretary of the Commission, Securities and 
Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made 
to File No. SR-NASD-78-16. 


Copies of the submission, all subsequent amend- 
ments, all written statements with respect to the 
proposed rule change which are filed with the 
Commission, and of all written communications 
relating to the proposed rule change between the 
Commission and any person, other than those which 
may be withheld from the public in accordance with 
the provisions of 5 U.S.C. §552 will be available for 
inspection and copying at the Commission’s Public 
Reference Room, 1100 L Street, N.W., Washington, 
D.C. Copies of the filing and of any subsequent 
amendments will also be available at the principai 
office of the NASD, 1735 K Street, N.W., Washington, 
D.C. 20006. 


For the Commission, by the Division of Market 
Regulation pursuant to delegated authority. 
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George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15284/October 31, 1978 


Orders have been issued granting the applications 
submitted by the New York Stock Exchange, Inc. to 
strike from listing and registration the common stocks 
($1 par value) of DYMO INDUSTRIES, INC. and 
INSPIRATION CONSOLIDATED COPPER CO. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15285/October 31, 1978 


INVESTMENT COMPANY ACT OF 1940 
Release No. 10458/October 31, 1978 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 643/October 31, 1978 


In the Matter of 


THORNWELL INVESTMENT MANAGEMENT, INC. 
895 West Paces Ferry Road, N.W. 
Atlanta, Georgia 30327 


(801-8772) 


EARLE ENGLISH THORNWELL 
895 West Paces Ferry Road, N.W. 
Atlanta, Georgia 30327 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In these proceedings under the Securities Exchange 
Act of 1934 (“Exchange Act”), Investment Company 
Act of 1940 (‘Investment Company Act”) and 
Investment Advisers Act of 1940 (“Advisers Act”)! 
Respondents Thornwell Investment Management, Inc. 
(“TIM”), a registered investment adviser, and Earle 





1 In the Matter of Thornwell Investment Management, 
Inc. instituted June 19, 1978. Investment Advisers Act 
of 1940 Release No. 632. 
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English Thornwell (“Thornwell”), sole owner and 
president of TIM, have, without admitting or denying 
the allegations in the order for proceedings, 
submitted offers of settiement which the Commission 
has determined to accept. 


On the basis of the order for proceedings and the 
offers of settlement it is found that TIM wilfully 
violated and that Thornwell wilfully aided and abetted 
violations of Sections 203(c), 204, and 206(1) and (2) 
of the Advisers Act and Rules 204-1(b) and 204-2 
thereunder; that Thornwell, while associated with 
another registered investment adviser, wilfully 
violated and wilfully aided and abetted violations of 
Sections 203(c), 204, 205(1), 206(1), (2) and (4), and 
207 of the Advisers Act and Rules 204-1(b) anc 
206(4)-1(a)(2) and (5) and 206(4)-2(a)(5) thereunder, 
Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder, and Section 17(a) the Securities Act of 
1933;2 and that it is, in view of the foregoing, in the 
public interest to impose the sanctions specified in 
the offers of settlement. 


Accordingly, effective the second Monday after the 
date of this order, it is ordered that: 


(1) The registration of Thornwell Investment 
Management, Inc. be and hereby is revoked; 


(2) Thornwell Investment Management, Inc. be and 
hereby is barred from association with any broker or 
dealer, investment adviser, or investment company; 
and 


(3) Earle English Thornwell be and hereby is 
suspended from association with any broker or dealer, 
investment adviser, or investment company for a 
period of twenty (20) days and thereafter barred from 
such association in any capacity other than as a 
supervised employee in a non-supervisory capacity; 
however, he may apply to become re-associated in a 
supervisory capacity after twelve (12) months from the 
date of this order. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








" ® 2 The findings herein are not binding on any other 


respondent named in these proceedings. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15286/October 31, 1978 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 644/October 31, 1978 


SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 79/October 31, 1978 


Administrative Proceeding File No. 3-5439 
In the Matter of 


HOWARD SPENCER HART 
130 Hermitage Road 
Beaufort, South Carolina 29902 


ALFRED R. HUGHES, JR. 
5056 Maplewood Drive 
Greenville, South Carolina 29615 


MARGARET C. THORNAL 
830 Burnett Drive 
Charleston, South Carolina 29412 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTIONS 


In connection with an Order for Proceedings issued on 
April 18, 1978, under the Securities Exchange Act of 
1934 (“Exchange Act”), the Investment Advisers Act of 
1940 (“Advisers Act”), and the Securities Investor 
Protection Act of 1970 (“SIPA”),1 Howard Spencer 
Hart (“Hart”), Alfred R. Hughes, Jr. (“Hughes”), and 
Margaret C. Thornai (“Thornal”), without admitting or 
denying the allegations in the Order for Proceedings, 
have submitted Offers of Settlement which the 
Commission has determined in the public interest to 
accept. 


On the basis of the Order for Proceedings and the 
Offers of Settlement, the Commission finds that: 


1. Hart was a director of Stilwell, Coker & Co., Inc. 
(“Registrant”); that on December 17, 1976, a trustee 
was appointed for the liquidation of Registrant, 
pursuant to SIPA; and that Hart willfully violated and 
willfully aided and abetted violations of Section 17(a) 
of the Securities Act of 1933 (“Securities Act”), 





1 In the Matter of Stilwell, Coker & Co., Inc., et al. 
Securities Exchange Act Release No. 34-14730 (May 3, 
1978). 


2 The findings herein are not binding on any other 
respondent named in the proceedings. 
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Section 10(b) of the Exchange Act, and Rule 10b-5 
thereunder; 


2. Hughes willfully aided and abetted violations of 
Sections 15(c)(3) and 17(a) of the Exchange Act and 
Rules 15c3-1 and 17a-3 thereunder; 


3. Thornal willfully violated and willfully aided and 
abetted violations of Section 17(a) of the Securities 
Act, Section 10(b) of the Exchange Act and Rule 10b-5 
thereunder, and willfully aided and abetted violations 
of Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-4 thereunder. 


ACCORDINGLY, IT IS ORDERED that: 


1. Howard Spencer Hart be, and hereby is, 
suspended from association with any broker, dealer, 
investment adviser or investment company for one (1) 
year effective on the second Monday after the date of 
this Order; and be, and hereby is, barred from 
association with a broker, dealer, investment adviser, 
or investment company in a supervisory or proprietary 
capacity; provided, however, that he may apply to 
become associated with a broker, dealer, investment 
adviser, or investment company in a supervisory or 
proprietary capacity after the expiration of two years. 


2. Alfred R. Hughes, Jr. be, and hereby is, sus- 
pended from association with a broker-dealer for a 
period of nine (9) months effective on the the second 
Monday after the date of this order; and be, and 
hereby is, barred from association with any broker or 
dealer in a supervisory capacity; provided, however, 
that he may apply to become associated with a broker 
or dealer in a supervisory capacity after the expiration 
of eighteen (18) months. 


3. Margaret C. Thornal be, and hereby is, suspended 
from association with any broker or dealer for a period 
of forty-five (45) calendar days, effective at the 
opening of business on the second Monday after the 
date of this order and hereby is, barred from 
association with any broker or dealer in a supervisory 
capacity; provided, however, that she may apply to 
become associated with a broker or dealer in a 
supervisory capacity after the expiration of two (2) 
years. 


For the Commission, by its Secretary, pursuant to 
delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15287/October 31, 1978 


An order has been issued granting the application of 
the Boston Stock, Exchange, Inc. to strike the 
common stock ($.10 par value) of South Shore 
Publishing Co., Inc. from listing and registration. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15288/November 1, 1978 


Administrative Proceeding File No. 3-5433 
In the Matter of 

DONALD & CO. SECURITIES, INC. 

(BD 8-20952) 

BARRETT KOBRIN 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these broker-dealer proceedings under Section 
15(b) of the Securities Exchange Act of 1934 
(‘Exchange Act’) and the rules thereunder, ! 
Respondent Donald & Co. Securities, Inc. (“Regis- 
trant”), a registered broker-dealer, has submitted an 
offer of settlement, without admitting or denying the 
substantive allegations contained in the order for 
public proceedings, which the Commission has 
determined to accept. 


On the basis of the order for public proceedings and 
the offer of settlement, it is found that: 


(1) On or about April 23, 1976 Barrett Kobrin 
(“Kobrin”) was convicted, following a jury trial, in the 
United States District Court for the Southern District 
of New York, of violating Section 10(b) of the 
Exchange Act. United States v. Mendlinger, et al., 75 
Crim. 956 (CMM) (S.D.N.Y. 1976). 





1 In the Matter of Donald & Co. Securities, Inc., et al., 
Administrative Proceeding File No. 3-5433, instituted 
on April 17, 1978. 


2 The findings herein are not binding on any other @ 


respondent in these proceedings. 








(2) Kobrin was associated with Registrant from in or 
about August, 1976 to on or about October 1, 1978. 


(3) From in or about November, 1976, to at least in 
or about March, 1977, at a time when Registrant had 
associated with it both Kobrin, who had been 
criminally convicted of securities law violations, and a 
person who has been enjoined for securities law 
violations, Registrant willfuiiy violated Section 15(b) 
of the Exchange Act and Rule 15b10-4(c) thereunder in 
that Registrant failed to establish, maintain, and 
enforce written procedures relating to the supervision 
of customer accounts as prescribed by the above rule. 


(4) In or about March, 1977, at a time when 
Registrant had associated with it both Kobrin, who 
had been criminally convicted of securities law 
violations, and a person who had been enjoined for 
securities law violations, Registrant willfully violated 
Section 15(b) of the Exchange Act and Rule 15b10-6 
thereunder in that Registrant failed to obtain the 
signature of a supervisor on each customer account 
card. 


It is therefore in the public interest to impose the 
sanction specified in the offer of settlement. 


Accordingly, IT IS ORDERED that, effective at the 
opening of business on the second Monday after the 
date of this order, Donald & Co. Securities Inc., be 
and hereby is censured. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15292/November 2, 1978 


Division of Investment Management’s Interpretative 
Positions Relating to Rule 13f-1 and Related Form 13F 


AGENCY: Securities and Exchange Commission. 
ACTION: Interpretative release. 


SUMMARY: The Securities and Exchange Commis- 
sion today authorized the issuance of a release 
reflecting the views of the Division of Investment 
Management regarding the reporting obligation and 
filing requirement of certain institutional investment 
managers under the Commission’s recently imple- 
menied institutional disclosure program. Since the 


program’s implementation was announced, on June 
15, 1978, the Division of Investment Management has 
received requests for interpretations with respect to 
various aspects of its requirements. This interpretative 
release is intended to assist interested persons in 
their understanding of, and compliance with, that 
program. 


EFFECTIVE DATE: November 2, 1978. 
FOR FURTHER INFORMATION CONTACT: 


Michael S. Lichtenthal, Esq. (202-755-9034) or 
W. Scott Cooper, Esq. (202-755-1792) 
Division of Investment Management, 
Securities and Exchange Commission, 

500 North Capitol Street 

Washington, D.C. 20549. 


SUPPLEMENTARY INFORMATION: Section 13(f) of 
the Securities Exchange Act of 1934 (“Exchange Act”) 
[15 U.S.C. 78a et seq. as amended by Pub. L. No. 
94-29 (June 4, 1975)] was adopted by Congress as part 
of the Securities Acts Amendments of 1975. Generally 
Section 13(f) [15 U.S.C. 78m(f)] empowers the 
Commission to adopt rules which would create a 
reporting and disclosure system to collect specific 
information concerning Section 13(d)(1) [15 U.S.C. 
78M(d)(1)] equity securities held in accounts over 
which certain institutional investment managers 
exercise investment discretion. The reporting system 
required by Section 13(f) is intended to create in the 
Commission a central repository of historical and 
current data about the investment activities of 
institutional investment managers. 


On June 15, 1978, the Commission announced the 
adoption of Rule 13f-1 [17 CFR 240.13f-1] and related 
Form 13F [17 CFR 249.325] in Exchange Act Release 
No. 14852, effective July 31, 1978, [43 FR 26700, June 
22, 1978], implementing the basic institutional 
disclosure program mandated by Section 13(f). Under 
the Rule, as adopted, an institutional investment 
manager exercising investment discretion (as defined 
in Section 3(a)(35) of the Exchange Act [15 U.S.C. 
78(c)(a)(35)]) with respect to accounts having more 
than $100,000,000 or more in exchange-traded or 
NASDAQ-quoted equity securities on the last trading 
day of any of the twelve months of a calendar year 
must file annually with the Commission, and, if a 
bank, with the appropriate banking agency, within 45 
days after the last day of such calendar year, Form 
13F, beginning with the calendar year 1978. The form 
requires the reporting of the name of the issuer, and 
the title of class, CUSIP number, number of shares or 
principal amount in the case of convertible debt, and 
aggregate fair market value of each such equity 
security held. The form also requires information 
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concerning the nature of investment discretion and 
voting authority possessed. 


Since the adoption of the Rule, the Commission’s 
Division of Investment Management (“Division”) has 
received requests for interpretations with respect to 
various provisions under the Rule and the related 
Form. In order to assist other persons in_ their 
understanding of, and compliance with, the Rule, the 
Commission has authorized the publication of this 
interpretative release setting forth the current views of 
the Division. 


The following are intended to supplement the 
explanation and analysis of Rule 13f-1 and related 
Form 13F set forth in Exchange Act Release No. 
14852, and reflect the views of the Division as of the 
date of this release. 


1. Reporting requirements. 
Report? 


Who is Required to 


Question: Ifa natural person or company advises an 
account, but does. not have de jure or de facto 
investment discretion over the account, is it required 
to report in respect of such account? 


Answer: No. The reporting requirements apply to 
persons who have “investment discretion” as defined 
in Section 3(a)(35) of the Exchange Act.2 Note, 





1 The Release announcing the adoption of the Rule 
sought comments concerning the usefulness and 
costs associated with quarterly, as opposed to annual, 
reporting. The Division is presently reviewing the 
numerous comments it has received concerning that 
matter and will be in a position to make a recommenda- 
tion to the Commission in the near future. 


2 Section 3(a)(35) states: 


_A person exercises “investment discretion” 
with respect to an account if, directly or 
indirectly, such person (A) is authorized to 
determine what securities or other property 
shall be purchased or sold by or for the 
account, (B) makes decisions as to what 
securities or other property shall be 
purchased or sold by or for the account even 
though some other person may have 
responsibility for such investment deci- 
sions, or (C) otherwise exercises such 
influence with respect to the purchase and 
sale of securities or other property by or for 
the account as the Commission, by rule, 
determines, in the public interest or for the 
protection of investors, should be subject to 
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however, that, by rule, investment discretion is 
deemed to exist with respect to all accounts over 
which any person under control of such natural 
person or company (such as subsidiaries) exercises 
investment discretion. 


Question: When a managed account is an_ insti- 
tutional account such as a pension or endowment 
fund, when is investment discretion “sole” and when 
is it “shared”? 


Answer: It depends on which most accurately 
reflects the nature of investment discretion possessed 
by the manager. If the manager makes all decisions, 
then of course he has sole investment discretion. If he 
merely makes recommendations to internal managers 
of the account, which make their own decisions, then 
he does not have investment discretion at all.° If the 
decision-making can best be described as joint 
decision-making, then investment discretion should 
be reported as shared. 


Question: Does the foregoing answer also apply if 
the managed account is an investment company or 
separate account of an insurance company? 

Answer: Yes. 

Question: If, following the above, an investment 
adviser has sole investment discretion over portfolio 
securities of an investment company, does the 
investment Company have any reporting obligations 


regarding such securities, including that of filing an 
information statement? 


Answer: No. Again, reporting obligations relate to 
the possession of investment discretion. 


Question: In determining whether investment discre- 
tion is sole, shared or none, is the determination (and 
response) to be given in terms of particular securities 
within an account, or as to the account as a whole? 


Answer: The account as a whole, reflecting the 
statutory provision (Section 13(f)) itself. 


Question: In the case of a pension fund placed in an 
entity such as a master trust which is divided into 
segments for the purposes of investment manage- 
ment, each segment being assigned to a separate 





the operation of the provisions of this title 
and the rules and regulations thereunder. 


3 Unless he otherwise possesses the authority 
(contemplated by Section 3(a)(35) (A) of the Exchange 
Act) to determine purchases and sales. 














manager, what is the “account” with respect to each 
such separate manager: is it the entire pension fund 
or the segment assigned to the manager? 

Answer: It is the segment assigned to the manager. 
Question: In the foregoing situation, if there is one 
manager assigned the role of reviewing and approving 
the decisions of the various separate managers and 
which receives a fee for this activity (in addition to a 
fee for any administrative duties), would this manager 
report as having “shared” investment discretion? 


Answer: It is most probable that this activity, for 
which a fee is received, is a form of shared investment 
discretion. 


Question: Could a natural person investing for his 
own account be subject to the reporting require- 
ments? 


Answer: No, Section 13(f)(5) of the Exchange Act 
{15 U.S.C. 78m(f)(5)] excludes natural persons 
investing for their own accounts from the definition of 
“institutional investment manager.” 


Question: If a natural person (e.g., a trustee) has 
investment discretion over an account having at least 
$100 million in 13(f) securities of another person (as 
defined in Section 3(a)(9) of the Exchange Act [15 
U.S.C. 78(c)(a)(9)]to include a “natural person, com- 
pany, government, or political subdivision, agency, or 
instrumentality of a government”), would the natural 
person be subject to the reporting requirements? 


Answer: Yes, Section 13(f)(5) of the Exchange Act 
includes natural persons in the definition of 
“institutional investment manager” when such 
persons exercise investment discretion over the 
account of any other person. Note that a natural 
person investing for his or her own account and 
managing the accounts of other persons could be 
required to report if the accounts of the other persons 
have in the aggregate at least $100 million in 13(f) 
securities, although the value of the securities in the 
account of the natural person would not be included 
in determining whether the natural person met the 
$100 million threshold. Similarly, in the case of a 
partnership which exercises investment discretion 
over various accounts, the personal investments of 
the individual partners would not be aggregated with 
the holdings or advisory accounts of the partnership. 


Question: Does a person who exercises investment 
discretion with respect to an account organized by or 
under the auspices of a governmental authority (e.g., 
a municipal pension fund) have to report, assuming 
the basic reporting criteria are met? 


Answer: Yes. 


Question: Would the parent of a corporate complex 
with five subsidiaries be required to report if none of 
the subsidiaries had at least $100 million in 13(f) 
securities? 


Answer: Yes, if in the aggregate its subsidiaries had 
investment discretion over $100 million or more of 
Section 13(f) securities. Under Rule 13f-1(b) [17 CFR 
240.13f-1(b)] an institutional investment manager 
would be deemed to exercise investment discretion 
over all accounts with respect to which any person 
under its control exercises investment discretion. In 
addition, under Special Instruction v to Form 13F the 
parent would be deemed to have shared investment 
discretion with each of its subsidiaries with respect to 
the specific 13(f) securities under their respective 
control. However, since none of the subsidiaries 
would have investment discretion over at least $100 
million in 13(f) securities they would not have to be 
named in Item 7 of Form 13F. 


2. Mechanics of Reporting 


Question: In the situation described in the immedi- 
ately preceding question, how would the reporting be 
accomplished? 


Answer: If none of the subsidiaries individually had 
investment discretion over $100 million in 13(f) securi- 
ties, then, as explained above, only the parent 
corporation would have a filing obligation. Therefore, 
the parent would simply aggregate the holdings of its 
subsidiaries and check shared investment discretion 
under Item 6(b) without naming the subsidiaries either 
on the cover page or in Item 7. 


Question: What if one or more such subsidiary did 
have investment discretion over $100 million in 13(f) 
securities? 


Answer: If one or more of the subsidiaries were to 
have investment discretion over $100 million in 13(f) 
securities, then it too would have a reporting obliga- 
tion. As such, there would then exist two possible 
reporting persons. However, under General Instruction 
B to Form 13F only one manager could include 
information with respect to a given security. Thus, if 
the parent were to file the report for both, it would list 
separately the holdings of its other subsidiaries, 
which it would report in the aggregate. The parent 
corporation would check Item 6(b) (indicating shared 
investment discretion) for all of the entries on the 
Form, but would only name the subsidiary having a 
reporting obligation in response to Item 7. Pursuant to 
Special Instruction i that subsidiary would also be 
named on the cover page of the Form filed by the 
parent corporation. In addition, that subsidiary would 


ca 
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file a cover page and a separate statement indicating 
that its parent would be filing on its behalf. 


If, in the above situation, the subsidiary with a 
reporting obligation were to file on its own behaif, 
then it too would check Item 6(b) for all entries and 
name its parent in Item 7. The parent would then 
include a statement with its report indicating that the 
subsidiary would be filing on behalf of the parent. 


Question: For purposes of Item 6(b) of the Form, 
would investment discretion be deemed shared if a 
subsidiary exercises investment discretion without 
interference from its parent? 


Answer: Yes, Subsection 13f-1(b) states: ‘An 
institutional investment manager shall also be 
deemed to exercise ‘investment discretion’ with 
respect to all accounts over which any person under 
its control exercises investment discretion.” 


Question: Can Item 6(b) and Item 6(c) both be 
checked with respect to the same securities? 


Answer: Yes. This would be appropriate where, for 
example, a parent was reporting in respect of a 
subsidiary (6(b)) which shares investment discretion 
with another person (such as a co-trustee - 6(c)). 


Question: How would holdings be reported by a 
parent for a multi-tiered corporate structure where the 
parent, its mid-level subsidiary, and !ower level sub- 
sidiary are all reporting persons? 


Answer: The securities over which the lower-level 
subsidiary exercises investment discretion would be 
listed separately, and Item 6(b) would be checked to 
indicate shared investmennt discretion. In Item 7, 
both the mid-level subsidiary and the lower-level 
subsidiary would be named in accordance with the 
instructions to indicate that they have shared invest- 
ment discretion with the parent. Any additional 
securities with respect to which the mid-level 
subsidiary exercises investment discretion would be 
reported in a similar manner, noting in Item 7 that 
investment discretion is shared with the parent. Of 
course, the parent would indicate that it is filing on 
behalf of the two subsidiaries on the cover page, and 
each subsidiary would file an information statement 
indicating that its parent would be filing on its behalf. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 15289/November 1, 1978 


LOST AND STOLEN SECURITIES PROGRAM 


Extension of the Pilot Period; Redesignation of 
Securities Informaticn Center, Inc.; Reregistration of 
Certain Institutions. 


AGENCY: Securities and Exchange Commission. 


ACTION: Notice of the extension of the Lost and 
Stolen Securities Program’s (the “Program’’) pilot 
period, the redesignation of Securities Information 
Center, Inc. (“SIC”) as the Commission’s designee to 
maintain and operate the data base of missing, lost, 
counterfeit or stolen securities, and the reregistration 
of certain institutions subject to Rule 17f-1 (17 CFR 
§240.17f-1) with SIC. 


SUMMARY: This action extends the Program’s pilot 
period until June 20, 1979, redesignates SIC as the 
Commission’s designee for a period of two years 
beginning January 1, 1979, and requires certain insti- 
tutions subject to §240.17f-1 to register with SIC 
utilizing a revised registration form before December 
15, 1978. 


EFFECTIVE DATE: November 1, 1978 


FOR FURTHER INFORMATION CONTACT: Gregory 
C. Yadley, Division of Market Regulation, Securities 
and Exchange Commission, Washington, D.C. 20549 
(202) 376-8129. 


SUPPLEMENTARY INFORMATION: The Commis- 
sion today announced the extension of the Program’s 
pilot period until June 30, 1979, the redesignation of 
SIC as the Commission’s designee to maintain and 
operate the computerized data base of missing, lost, 
counterfeit or stolen securities for a period of two 
years beginning January 1, 1979, and the reregistra- 


tion of certain institutions subject to Rule 17f-1 (17° 


CFR §240.17f-1) with SIC before December 15, 1978.1 
In addition, all institutions which register as direct 
inquirers and direct inquirers who fail to submit a new 
registration form indicating a change of status in 
accordance with instructions contained in the 
Appendix will be charged for SIC’s services according 
to an estimated revised fee schedule beginning on 
January 1, 1979. 








1 Both the pilot period and SIC’s original period of @ 


designation will expire on December 31, 1978. 





Background 


@ The problems relating to missing, lost, counterfeit, 


and stolen securities were outlined by the Commis- 
sion in 19702 and were subsequently the subject of a 
series of Congressional hearings.” Implementation of 
a system to receive reports and inquiries concerning 
missing, lost, counterfeit, and stolen securities was 
recommended by members of Congress, the industry, 
and law enforcement agencies. To accomplish this 
objective, the Securities Act Amendments of 1975 
added Section 17(f)(1) into the Securities Exchange 
Act of 1934 (the “Act”). This Section provides that 
certain financial institutions* shall make reports and 
inquiries with respect to missing, lost, counterfeit or 
stolen securities in accordance with rules promul- 
gated by the Commission. Section 17(f)(1) also pro- 
vides that reports and inquiries shall be made to the 
“Commission or other person designated by the 
Commission” and that reasonable fees may be 
charged for the processing of such data. 


On December 6, 1976, the Commission adopted 
§240.17f-1, establishing reporting and inquiry require- 
ments with respect of missing, lost, counterfeit or 
stolen securities.> On August 5, 1977, the Commis- 





é Study of Unsafe and Unsound Practices of Brokers 
and Dealers, Report and Recommendations of the 
Securities and Exchange Commission (pursuant to 
Section 11(h) of the Securities Investor Protection Act 
of 1970), December, 1970. 


3 Organized Crime—Stolen Securities, Hearings 
Before the Permanent Subcommittee on Investiga- 
tions, Senate Committee on Government Operations, 
92nd Cong., 1st Sess. (1971); 93rd Cong., ist Sess. 
(1973); 93rd Cong., 2nd Sess. (1974). 


4 The institutions subject to Section 17(f)(1) are 
enumerated in the statute as follows: 


Every national securities exchange, mem- 
ber thereof, registered securities associa- 
tion, broker, dealer, municipal securities 
dealer, registered transfer agent, registered 
clearing agency, participant therein, mem- 
ber of the Federal Reserve System, and 
bank whose deposits are insured by the 
Federal Deposit Insurance Corporation. .. . 


5 Securities Exchange Act Release No. 13053, 41 FR 
54923 (December 10, 1976). Certain technical 
amendments were made by the Commission in Securi- 
ties Exchange Act Release No. 13280, 42 FR 11829 
(March 1, 1977), and further amendments regarding 


sion published the final, amended version of 
§240.17f-18, and on January 2, 1978, the system for 
the processing of reports and inquiries became fully 
operational. 


In order to monitor the effectiveness of the section 
and the system designed to carry out the Program,’ 
the Commission determined that the Program should 
be instituted initially on a pilot basis, through 
December 31, 1978. Furthermore, the Commission 
determined that it would be appropriate to designate 
another person, as provided for by the statute, to 
receive and process reports and inquiries made 
pursuant to the section on behalf of the 
Commission.8 Accordingly, the Commission solicited 
plans from persons interested in acting as the 
Commission’s designee and, after analysis of the sub- 
missions, designated SIC to maintain and operate the 
data base of missing, lost, counterfeit or stolen 
securities on its behalf through the pilot period 
ending December 31, 1978.9 


On July 31, 1978, the Commission issued a release 
soliciting public comments concerning the operation 





the role of transfer agents in the Program were 
proposed in Securities Exchange Act Release No. 
13281, 42 FR 1184 (March 1, 1977) and incorporated 
into the rule by Securities Exchange Act Release No. 
13832, 42 FR 41022 (August 12, 1977). 


6 Securities Exchange Act Release No. 13832, FR 
41022 (August 12, 1977). 


7 The Lost and Stolen Securities “Program” 
encompasses both the computerized data bank 
maintained by SIC and the procedures established for 
receipt and processing of those reports and inquiries 
directed to it in accordance with the rule and the Lost 
and Stolen Securities Checklist maintained by the 
Federal Reserve Banks. The Lost and Stolen 
Securities “System” refers only to the SIC data base 
and procedures. 


8 Under §240.17f-1, reports and inquiries are directed 
to the “appropriate instrumentality.” In the case of 
U.S. Government and Agency securities, the 
appropriate instrumentality is any Federal Reserve 
Bank or Branch. The Commission is the appropriate 
instrumentality for all other securities, including 
corporate and municipal issues. 


9 Securities Exchange Act Release No. 13538, 42 FR 
26495 (May 12, 1977). AutEx, Inc. was originally 
named as the designee. Subsequently, as a result of 
the acquisition of AutEx by ITEL Corp., SIC was 
created as a wholly-owned subsidiary of ITEL Corp. 


SEC DOCKET/13 





of the Program and redesignation of SIC as the 


Commission’s designee.!9 Thereafter, in response to 
numerous requests for additional time in which to 
submit comments, the Commission extended the 
comment period from September 8, 1978, to October 
15, 1978.1! 


Extension of the Pilot Period 


The Commission has determined that, due to the 
short time in which to consider the comments 
received, a more permanent version of the Program 
cannot be in place by December 31, 1978, the end of 
the pilot period. In order to avoid expiration of the 
exemptive provisions which are provided only for the 
duration of the pilot period,'* without having had 
sufficient opportunity to fully consider the comments 
received, the Commission has concluded that the 
pilot period should be extended. The Commission, 
therefore, announces that the Program’s pilot period 
which was to expire on December 31, 1978, is 
extended until June 30, 1979. 


Redesignation of SIC 


In anticipation of the end of the pilot period and the 
expiration of SIC’s term of designation, the Commis- 
sion solicited submissions from persons interested in 
serving as its designee to operate and maintain the 
data base of missing, lost, counterfeit or stolen 
securities in Securities Exchange Act Release No. 
15015 (July 31, 1978).13 In formulating their submis- 
sions, prospective designees were to consider care- 
fully the “Criteria for a Lost and Stolen Securities 
Reporting and Inquiry System” set forth in an 
appendix to that release. There the Commission 
stated: 





10 Securities Exchange Act Release No. 15015, 43 FR 
34790 (August 7, 1978). 


11 Securities Exchange Act Release No. 15159, 43 FR 
43035 (September 22, 1978). 


12 The Commission, in Securities Exchange Act 
Release No. 13832 (August 5, 1977), provided inquiry 
exemptions for registered transfer agents and for 
securities transactions for less than $10,000 face 
value and market value of bonds and stocks, respec- 
tively, and reporting and inquiry exemptions with 
respect to corporate and municipal issues not 
assigned CUSIP numbers. 


13 See note 10, supra. 
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In making a designation, the Commission 
will consider the following factors, among 
others: the cost of implementing the 
system, the amount of time necessary to 
initiate the system, the costs of operation, 
the costs of compliance to reporting 
institutions, the compatability of the 
system with existing securities information 
systems, the ability of the system to 
respond to fluctuations in reporting and 
inquiry volume in an efficient manner, the 
experience of the designee in managing 
similar programs, and the method of 
allocating costs and billing subscribers. 14 


In addition, comments were solicited from interested 
persons concerning their experience in working with 
SIC, their suggestions for modifications of its system, 
and the appropriate number of years for which a 
designation should be made. 


In response to the Commission’s solicitation, plans 
were submitted by SIC and Compliance Data Center, 
Inc. (“CDC”). Furthermore, several public comments 
regarding SIC’s general performance during the pilot 
program were received and analyzed by members of 
the Commission’s staff. 


The Commission has analyzed the plans of CDC and 
SIC in light of the “Criteria” and the public comments. 
After careful consideration, it has determined to 
redesignate SIC for a two year period commencing 
January 1, 1979. SIC’s operational costs for the first 
year’s operation of the Program were significantly less 
than CDC’s projected operational costs for the same 
period of time. In addition, SIC’s method of allocating 
costs among subscribers appears to be more appro- 
priate and equitable than that proposed by CDC due to 
the fact that SIC method spreads the costs over a 
larger segment of the participating institutions. 
Finally, since the SIC system is an ongoing system 
and is fully operative, redesignation will not 
necessitate any further implementation costs or inter- 
ruption in service. In contrast, CDC’s plan would 
require an assessment for implementation and a 
period of three months in order to become fully opera- 
tional. 





14 ig. 


15 in addition to these added implementation costs, 
designation of CDC would necessitate the transfer of 
all data contained in the computer storage files of SIC 
and would lead to some initial confusion and disrup- 
tion on the part of institutions subject to §240.17f-1. 














6 


It also appears that SIC has managed the system in a 
satisfactory manner during its term of designation. 
Since October 3, 1977, the effective date of the 
reporting provisions of §240.17f-1, SIC has received a 
total of 273,734 reports representing 1.4 billion’§ in 
missing, lost, counterfeit or stolen securities and has 
processed 1,363,962 inquiries. 1 - During the first nine 
months of the pilot year, a total of 194 inquiries 
resulted in matching reports (“hits”). The securities 
involved in these hits are valued at $8,385,10218 It is 
anticipated that the system’s effectiveness will be 
enhanced by the incorporation of the National Crime 
Information Center’s (“NCIC”) computerized file of 
securities thefts into the SIC data base, which will be 
completed shortly. Finally, comments from industry 
sources concerning SIC’s performance have been 
favorable. 


After consideration of the two plans, the Commission 
has concluded that SIC’s system is_ sufficiently 
responsive and lowest in cost. SIC has addressed the 
Commission’s criteria for a system to implement the 
Lost and Stolen Securities Program during the pilot 
period and has developed, implemented, operated, 
and maintained a system flexible enough to react to 
future developments in the area. Therefore, subject to 
its undertaking to comply with the Principles of 
Designation contained below, SIC is redesignated to 
operate and maintain the data base of missing, lost, 
counterfeit or stolen securities for a two year period 
beginning January 1, 1979.19 


The Commission has determined that designation for 
a two-year term is appropriate. Such a period of 
designation is consistent with the Commission’s goal 
of reducing and eventually immobilizing the actual 
movement of physical securities certificates and 
provides the Commission with maximum flexibility 
relating to the future size and scope of the Program as 
book entry and depository systems are increasingly 
utilized by the securities industry. In addition, the two 
year term may allow SIC to have more flexibility in its 
planning and in making appropriate operational and 
budgetary projections. 


Principles of Designation 


Securities Information Center, Inc. has been chosen 





16 As of October 14, 1978. 
17 As of October 1, 1978. 
18 As of October 1, 1978. 


19 @ full description of the SIC System is contained 
as an appendix to this release. 


as the Commission’s designee subject to its under- 
taking to comply with the following “Principles of 
Designation.” These principles are the major 
responsibilities which SIC is expected to undertake: 


1. The designee shall implement 17 CFR §240.17f-1, 
(Rule 17f-1) through its operation of the Lost and 
Stolen Securities Information System in accordance 
with the terms of its submission and at the rates 
specified below, for a two year period commencing 
January 1, 1979, and ending December 31, 1980. 


2. The designee shall: 


a. Receive reports and respond to 
inquiries for which the Commission is the 
appropriate instrumentality; 


b. Maintain records of such reports and 
inquiries and furnish such records to insti- 
tutions in accordance with its submission; 


c. Collect fees, as approved by the 
Commission, from reporting institutions to 
defray the costs of the system; 


3. The designee shall maintain the capacity to: 


a. Receive reports and inquiries by 
telephone, the mails, telex, and other 
means; 


b. Generate hard copy confirmations to 
reporting institutions with respect to ail 
reports and inquiries made by such institu- 
tions; and 


c. Retrieve records of inquiry by name of 
the reporting institution as well as by the 
name of the particular security. 


4. The designee warrants that all work shall be per- 
formed in a businesslike manner and in accordance 
with the highest standards. 


5. The designee shall have the capacity to include in 
its data base all reports of missing, lost or stolen 
securities made prior to the effective date of 
§240.17f-1 and shall include such reports as the 
Commission may direct. 


6. The designee shall keep a current and true record, 





20 if SIC is unwilling or unable to comply with the 
Principles of Designation, the Commission may 
designate another entity or take such other action as 
it may deem appropriate. 
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available for inspection by the Commission, with 
respect to each report, inquiry, confirmation, 
correction or other information received pursuant to 
this designation, the time of and means by which 
such report, inquiry or other information was received, 
the time of response, the means by which a response 
was given, and the nature of the response. The 
designee shall make available for the Commission’s 
inspection all records and accounts of amounts billed 
to reporting institutions, the basis for the bills, 
amounts received from reporting institutions, and 
accounts or expenses incurred by the designee. Such 
records for any calendar year shall be kept for three 
years after the end of the calendar year. The designee 
shall make periodic reports to the Commission as the 
Commission deems appropriate and necessary. 


7. All reports and inquiries received pursuant to 
§240.17f-1 and all confirmations of such reports and 
inquiries, billing information, and any other records 
maintained pursuant to this designation, are the 
property of the Commission. The designee shall 
furnish to the Commision upon demand true, correct, 
complete, and current copies of any or all, or any part 
of, such records maintained pursuant to this designa- 
tion. 


8. The designee shall report to the Commission 
quarterly: 


a. the number of records received during 
the quarter, data as to the number relative 
to stolen securities and counterfeit securi- 
ties, and data as to the type of securities 
reported; 


b. The number of inquiries received 
during the quarter; 


c. The number of “hits” experienced each 
quarter, the identity of the inquiring and 
reporting institutions, and the dollar value 
of the securities involved; 


d. Cumulative data on the identity and 
location of institutions making reports and 
inquiries and experiencing “hits;” 


e. The dollar value of securities reported 
as missing, lost, counterfeit or stolen; 


f. The number of reporting institutions 
which are direct subscribers; 


g. The number of reporting institutions 
which are indirect subscribers; 


h. Expenses incurred by the designee; 


16/SEC DOCKET 


i. The amounts billed to reporting institu- 
tions; and 


j. Any other information which the 
Commission may direct. 


9. The Commission may direct that the designee 
shall carry out different or additional routine and 
necessary functions incidental to its role as the 
Commission’s designee, as the Commission deems 
appropriate. 


10. Such functions that may be specified as 
“exceptional” will be outlined in writing to the 
designee, and if the designee desires compensation 
for such functions, an estimate of the costs entailed 
will be submitted to the Commission staff for 
approval. Upon completion of the function, the 
designee will submit an accounting of actual costs, 
which wiil be the basis for charges to be billed to 
reporting institutions. 


11. During the first year of the term of designation, 
the designee shall be entitled to charge $.28 per report 
and inquiry processed, the aggregate total of which 
will be allocated to all direct subscribers in 
accordance with the pricing structure announced in 
Securities Exchange Act Release No. 15289. In 
addition, the designee shall be entitled to charge each 
direct subscriber a $20.00 fee for registration of each 
primary access station and $10.00 for registration of 
each secondary access station and a fee of $10.00 per 
annum for retention of files for indirect inquirers, as 
part of the operational costs of the Program during 
the first year of the term of designation. Fees for 
special services which have been approved by the 
Commission may also be charged to participating 
institutions at the direction of the Commission. The 
Commission may change the pricing structure at any 
time. The rates to be charged by the designee for the 
second calendar year of the term of designation shall 
be increased by a percentage equal to the percentage 
by which the United States Bureau of Labor Statistics 
Consumer Price Index for Urban Wage Earners and 
Clerical Workers, New York, New York - Northeastern 
New Jersey - All items, Series A (1967-100), has 
increased since September 30, 1978. The percentage 
increase in such Index shall be determined using the 
last Index published prior to the beginning of such 
calendar year. 


12. The designee shall agree to any other reasonable 
conditions as the Commission may direct. 


Reregistration of Reporting Institutions 


Attached as an appendix to this release is a decrip- 
tion of the operations of Securities Information 
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Center, Inc. and a registration form for the 1979 
Program. The system will operate in substantially the 
same manner as in the first year of the Program’s 
operation, with the only major modification being the 
initiation of procedures for notifying reporting institu- 
tions that an inquiry has matched a reported loss. 
Fees for the Program have been increased slightly, 
and are described in the attached Appendix. 


The 1979 registration form must be submitted by all 
institutions who (1) have not previously registered in 
the Program, (2) have registered as direct inquirers, 
regardless of whether they desire to amend their prior 
registration, and (3) have registered as_ indirect 
inquirers and wish to amend their prior registration. 
The only class of institution that need not reregister 
are those that registered previously as_ indirect 
inquirers and do not desire to amend or update their 
prior registration. A\l reporting institutions will, 
however, continue to be subject to the provisions of 
the Program. All institutions may, at this time, 
change their election of inquiry participation status 
and such elections will be binding through June 30, 
1979. All registration forms must be submitted to the 
Securities Information Center, Inc. by December 15, 
1978. 


Statutory Basis and Competitive Considerations 


The Commission designates SIC to receive reports 
and inquiries required to be made to the Commission 
under §240.17f-1, subject to the conditions contained 
herein, pursuant to the Securities Exchange Act of 
1934, as amended, including Sections 2, 10, 15, 17, 
and 23 thereof. The Commission finds that any burden 
upon competition imposed by this designation is 
necessary and appropriate in the public interest and 
for the protection of investors in order to continue the 
Lost and Stolen Securities Program established 
pursuant to Section 17(f)(1) of the Act. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





APPENDIX 


The Lost, Missing, Stolen and Counterfeit Securities 
Information System 


Description of the System 


Introduction 


Under 17 CFR §240.17f-1, certain financial institutions 
are required to make reports and inquiries related to 
missing, lost, stolen and counterfeit securities. If the 
security involved is a United State Government or 
Agency security, such reports and inquiries must be 
made to a Federal Reserve Bank or Branch.! In the 
case of all other securities, reports and inquiries must 
be directed to the Securities Information Center, Inc. 
(“SIC”) which has been designated by the Commis- 
sion to receive and process all such data until Decem- 
ber 31, 1980. 


SIC wil! continue to operate substantially in the same 
manner as it has since October 3, 1977. All 
institutions are urged to carefully read the material 
below and refer, if necessary, to Securities Exchange 
Act Release No. 138322 in which the text of §240.17f-1 
and important explanatory information appears. 


Reporting Institutions 


The institutions subject to 17 CFR §240.17f-1 are 
defined as “reporting institutions” and include every 
national securities exchange, member thereof, 
registered securities association, broker, dealer, 
municipal securities dealer, registered transfer agent, 
registered clearing agency, participant therein, 
member of the Federal Reserve System and bank 
whose deposits are insured by the Federal Deposit 
Insurance Corporation. All such organizations are 
required to report to and made inquiries of the 
system. 


1979 Registration Requirements 


To make reports and inquiries of the data base main- 
tained by SIC, al/ reporting institutions must complete 
and file the 1979 registration form that accompanies 
this material, except institutions registered with SIC 
as indirect inquirers whose 1978 registration forms are 
presently current and correct. An institution must file 
the 1979 registration form if (1) it is presently 





1 Instructions on how to make reports and inquiries 
with respect to United States Government or Agency 
securities are contained in Securities Exchange Act 
Release No. 13832 (42 FR 41022 (August 12, 1977)). 
The procedures for reports of Government Agency 
securities have not been changed from those in 
operation during the pilot period. 


242 FR 41022 (August 12, 1978). 
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registered as a direct inquirer, regardless of whether 
the information submitted on the 1977 registration 
form continues to be current and correct, (2) it is 
presently not registered with SIC, or (3) it is presently 
registered with SIC as an indirect inquirer and desire 
to amend or update their 1977 registration form in any 
way. 


Direct inquirers must submit the 1979 registration 
form in order that SIC may have on file a current 
agreement to pay the 1979 registration fees. Currently 
registered direct inquirers who fail to submit the 1979 
registration form will be deemed to have agreed to the 
increased 1979 fees and charges and will be billed 
accordingly. In completing the 1979 registration 
forms, currently registered direct and indirect 
inquirers should update and amend the information 
submitted previously and may, if they desire, amend 
their registration to indicate a change in their inquiry 
participation status. The election of inquiry participa- 
tion status will be binding through June 30, 1979. 


All registration forms should be filled out and 
returned to: 


Securities Information Center, Inc. 
P.O. Box 421 
Wellesley Hills, Mass. 02181 


The deadline for registration is December 15, 1978. 
Reports 


A report is a notice of (1) securities lost, stolen, 
missing, or counterfeit; (2) recovery of securities 
previously reported lost, stolen, or missing; or (3) a 
correction or update of a previous report other than 
recovery. 


All reporting institutions are required to make reports 
enumerated in paragraph (b) of 17 CFR §240.17f-1 
directly to the appropriate instrumentality, and should 
use Form X-17F-1A for such purposes. If the security 
involved is a United States government or Agency 
security, the appropriate instrumentality is any 
Federal Reserve Bank or Branch. In the case of all 
other securities, the appropriate instrumentality is 
SIC. Reports must also be sent to a transfer agent for 
the issue and to the appropriate law enforcement 
agency if criminality is suspected. 


In the case of reports concerning securities for which 
SIC is the appropriate instrumentality, all Form 
X-17F-1As must be signed by an authorized individual 
whose signature is on file with SIC and should be 
mailed to SIC at P.O. Box 421, Wellesley Hills, Mass. 
02181 within the time limits set forth in 17 CFR 
§240.17f-1. All reports will be entered into the 
computer data base within one day of receipt. 
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Preliminary reports may also be made by telephone or 
telex and institutions are encouraged to use this 
service. Preliminary reports should include the 
reporting institution’s FINS number,? the CUSIP 
number and certificate numbers (including all prefixes 
and suffixes) of the securities, and indication of 
whether or not criminality is suspected. Preliminary 
reports must be followed promptly by a written report 
on Form X-17f-1A signed by an authorized individual 
and mailed to SIC at P.O. Box 421, Wellesley Hills, 
Mass. 02181. 


The designee will send a written report confirmation 
to the reporting institution on a weekly basis. 


Inquiries 


Under 17 CFR §240.17f-1, reporting institutions must 
inquire of the data base of reported security losses, 
thefts, and counterfeits to determine the validity of 
securities coming into their possession or control. In 
the case of inquiries with respect to securities for 
which SIC is the appropriate instrumentality, 
reporting institutions must employ the manual, 
computer-assisted system designed by SIC. 


For the purposes of this system, all reporting institu- 
tions must register as either direct or indirect 
inquirers. Direct inquirers make inquiries to the 
system directly by using telephone, telex, or mail. 
Alternatively, a reporting institution can participate as 
an indirect inquirer by arranging with a direct inquirer 
to act on its behalf in making inquiries of the system. 
Direct inquirers will be charged the registration fees 
and usage charges described below. Indirect inquirers 
will not be charged any fees by SIC but may expect 
direct inquirers acting on their behalf to charge them 
costs and service charges. 


Upon registering with the system as a direct inquirer, 
the reporting institution will be assigned appropriate 
access codes which will be based, in part, on the 
institution’s FINS number. The code must be used 
each time the reporting institution makes an inquiry of 
the system, whether on its own behalf or on behalf of 





SFINS (‘Financial Industry Number Standard’’) 
numbers are compiled in the 1976 FINS Directory 
(First Edition), published by the Depository Trust 
Company. If an institution is uncertain as to whether 
it has a FINS number, it should consult this Directory, 
its self-regulatory organization, its trade association, 
or SEC personnel at 202-376-8134. If an institution has 
not been assigned a FINS number, a number may be 
obtained at no cost by writing the Depository Trust 
Company, Attention: FINS Publication, 55 Water 
Street, New York, New York 10041. 
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another institution, to insure that only authorized 
direct inquirers have access to the system. 


In addition to the reporting institution’s access code, 
the inquiry must include the securities’ CUSIP and 
certificate numbers (including all suffixes and 
prefixes). Multiple inquiries can be made in a single 
mailing, telephone call, or telex transmission. 


All direct inquirers must have at least one primary 
access station from which inquiries will be made to 
SIC and to which monthly written inquiry 
confirmations will be mailed. If desired, a direct 
inquirer can access the system from various stations 
within its organization. These additional stations can 
be registered as either primary or secondary access 
stations. A secondary station makes inquiries of the 
system directly to a primary access station of the 
institution. A primary access station receives 
confirmations for its own use of the system and for 
use by its secondary access stations, if any. Every 
secondary station must be associated with one and 
only one primary station. 


Processing of Inquiries 


Direct inquirers may inquire of the data base by 
telephone, telex or mail. In the case of telephone 
inquiries, direct inquirers will receive a _ special 
telephone number to be used for such purposes. On 
calling, the direct inquirer must furnish the operator 
its access code, and the certificate’s CUSIP and 
certificate number. Each inquiry will be assigned a 
validation number which confirms for the direct 
inquirer that the inquiry was made. Mail and telex 
inquiries should include the identical information and 
will be processed upon their receipt by SIC. 


The operator will then enter the data into the data 
base to determine if the CUSIP and certificate 
numbers in the inquiry match those in a previously 
submitted report. If so (a “hit”), the inquiring institu- 
tion will be notified immediately of the match. This 
positive confirmation will include instructions on how 
to contact the reporting institution which submitted 
the matching report and notice, if any, of suspected 
criminality. The reporting institution will also be 
notified of the hit and of the identity of the inquiring 
institution. 


Written confirmations of inquiries that do not result in 
a match (negative confirmations) will be mailed to the 
direct inquirer monthly. An optional prompt written 
confirmation service will be available to direct 
inquirers at additional cost. With this service, the 
primary access station will receive confirmation by 
mail of all inquiries (positive or negative) and of all 
reports received by the system from that station or its 
secondary access stations. There will be one such 


mailing for each day on which report and/or inquiries 
are received from the station or its secondary access 
stations. 


Schedule of Charges 


Under a pricing structure and schedule of fees 
approved by the Commission, organizations that are 
direct inquirers will be charged an annual registration 
fee and usage fee. An indirect inquirer will not be 
charged these fees but may expect that the institution 
that make inquiries on its behalf will require 
compensation for its costs and services. 


Fees do not cover participants’ use of the mails, 
telephone, or telex for making reports or inquiries, nor 
any training or education of employses of direct or 
indirect inquirers in connection with the use of the 
system. 


Registration - This annual fee for direct inquirers 
covers the cost of maintaining registration data, 
assignment of access codes, and billing of all 
charges. The fee is based on the number of access 
stations designated by the direct inquirer on its regis- 
tration form. 


For each primary access station------ $20.00 
For each secondary access station---$10.00 


Prompt Written Confirmation Service (Optional) - 
Institutions desiring this service will receive prompt 
written confirmation of all inquiries and reports 
received from a direct inquirer each day via mail, tele- 
phone or telex. 


Each primary access station using the 
service (per quarter) $20.00 





Usage - These fees will cover the cost of verification 
of authorized system access, matching of reports and 
inquiries, notification of matches, confirmation of 
inquiries, retention of files, and system improve- 
ments. 


Usage charges will be billed quarterly in advance to a 
single primary access station. These charges, 
approved by the Commission, are based on the aggre- 
gate volume of inquiries made by all participating 
institutions. The aggregate cost for processing these 
inquiries is apportioned among all direct inquirers 
according to their size classification. Thus, an institu- 
tion is not billed on the basis of its actual usage of 
the system and, for the charge assessed, it may make 
any unlimited number of inquiries. 


The charges outlined below are based on estimates of 


the number of direct. inquiries that will register for 
1979 and of the aggregate number of inquiries (10,000 
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per day). The chart shows how the range in rates may 
be affected by the total number of registered direct 
inquirers. It must be stressed that neither the 


Commission nor SIC has any control over this 
variable. 

















Type : Size Estimated Annual Usage Charges 
If 500 If 1000 If 1500 
Direct Direct Direct 
Banks Amounts of Deposits Inquirers Inquirers Inquirers 
Over $1 Billion 3200 3000 2800 
$500 Million to $1 Billion 1600 1500 1400 
Less than $500 Million 150 100 75 
Securities Annual Revenue 
Organizations (Most recent fiscal year) 
Over $25 Million 3200 3000 2800 
$5 Million to $25 million 2100 1800 1600 
$500,000 to $5 million 600 500 400 
Less than $500,000 300 250 200 
Non-Bank Number of Shares 
Transfer Agents Issued Last Year 
100,000 shares or more 150 150 150 
Less Than 100,000 shares 50 50 50 





All charges will be billed in advance on a quarterly 
basis and-adjusted subsequently to reflect the actual 
aggregate volume of inquiries. 


Questions concerning any aspect of the Lost and 
Stolen Securities Program should be directed to 
Commission personnel at 202-376-8129 or to SIC at 
617-235-1940. 


(Please photocopy this form, complete, and submit to 
SIC.) . 


1979 Registration Form 
Lost and Stolen Securities Program 


Instructions 


COMPLETION AND FILING OF THE FORM—AIll 
institutions completing and filing this form should fill 
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in Part | and Part IV and either Part II or Part Ill of the 
form. Completed forms should be returned to: 


Securities Information Center, Inc. 
Post Office Box 421 
Wellesley Hills, Massachusetts 02181 


The deadline for filing this form is December 15, 1978 
WHO SHOULD USE THIS FORM—This form should 


be completed and filed by all institutions subject to 
Rule 17f-1 (17 CFR § 240.17f-1)1 





1The institutions subject to Rule 17f-1 are as follows: 
every national securities exchange, member thereof, 
registered securities association, broker, dealer, 


Continued on following page 
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(1) Who have NOT submitted a registration form for 
the Lost and Stolen Securities Program to Securities 
Information Center, Inc., OR 


(2) Who have submitted a registration form for the 
Lost and Stolen Securities Program to Securities 
Information Center, Inc. and registered as a DIRECT 
INQUIRER, OR 


(3) Who have submitted a registration form for the 
Lost and Stolen Securities Program to Securities 
Information Center, Inc., and registered as an 
INDIRECT INQUIRER AND desire to amend their prior 
registration submitted OR change their inquiry 
participation status. 


WHO SHOULD NOT USE THIS FORM—Institutions 
should NOT complete or file this form if they have 
previously registered as an INDIRECT INQUIRER in 
the Lost and Stolen Securities Program by submission 
of a registration form to Securities Information 
Center, Inc. AND the data submitted thereon is 
current AND they do not desire to change their inquiry 
participation status. If an institution does not submit 
this form, the prior election of inquiry participation 
status will continue and be binding through June 30, 
1979. 


PART | 


A. Name of Institution 





Mailing Address 








Zip Code 





FINS Identification No.2 








Continued from preceding page 

municipal securities dealer, registered transfer agent, 
registered clearing agency, participant therein, 
member of the Federal Reserve System and bank 
whose deposits are insured by the Federal Deposit 
Insurance Corporation. 


2FINS (‘Financial Industry Number Standard’’) 
numbers are compiled in the 1976 FINS Directory 
(First Edition), published by the Depository Trust 
Company. If an institution is uncertain as to whether 
it has a FINS number, it should consult this Directory, 
its self-regulatory organization, its trade association, 
or SEC personnel at 202-376-8129. If an institution has 
not been assigned a FINS number, a number may be 
obtained at no cost by writing the Depository Trust 
Company, Attention: FINS Publication, 55 Water 
Street, New York, New York 10041. 


Name, Title, and Telephone 
Of Person to Whom Bilis 
Should Be Directed: 





( ) 


Name, Title and Telephone 
of Person Responsible 
for Institution’s 
Compliance with Rule 
17f-1 (if different 
from above): 








( ) 


B. Type of Institution—Check ali classifications 
listed below that describe the institution.3 


ia 
( ) 





1. Federal Reserve System member. 

2. Bank whose deposits are insured by 
the Federal Deposit Insurance Corpora- 
tion. 

National Securities Exchange. 

National Securities Exchange member. 
National Securities Exchange member 
firm. 

Registered Securities Association. 
Registered Securities Association 
member. 

Securities broker. 

Securities dealer. 

Municipal securities dealer. 

Registered transfer agent. 

Registered clearing agency. 

Participant in a registered clearing 
agency. 


— 
Fre 


—_ 
—~— 
~P 


en=+S29 


C. Size of Institution—Check the line below that 
describes the size of the institution. 


1. Banks (those who checked lines 1 or 2 of B, 
above) 


( ) More than $1 billion in deposits 
( ) $500 million to $1 billion in deposits 
( ) Less than $500 million in deposits 


2. Securities Organizations (those who checked 
lines 3 through 10 of B, above) 





3if no classification describes the institution, the 
institution is not subject to Rule 17f-1. If the 
institution desires to participate in the Lost and 
Stolen Securities Program as a “permissive inquirer,” 
a special application must be made to the 
Commission pursuant to paragraph (d) of Rule 17f-1 
in accordance with the instructions given in Securities 
Exchange Act Release No. 13832 at 42 FR 41024 
(August 12, 1977). 
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( ) More than 25 million in annual revenues 

( ) $5 million to $25 million in annual 
revenues 

( ) $500,000 to $5 million in annual 
revenues 

( ) Less than $500,000 in annual revenues 


3. Non-Bank Transfer Agents (those who checked 
only classification 11 of B, above) 


(_) That issued 100,000 shares or more last 
year 

(_) That issued less than 100,000 shares 
last year 


PARTS Il & Ill 
Election of Inquiry Participation Status 


To register as a DIRECT INQUIRER, complete Part II 
below. To register as an INDIRECT INQUIRER, 
complete Part Il below. This election of inquiry 
participation status is binding through June 30, 1979. 


Direct inquirers will be able to make inquiries of the 
data base directly and will be charged usage fees and 
registration fees as described in the Appendix of 
Securities Exchange Act Release No. 15289. Indirect 
inquirers will NOT be able to make inquiries directly 
and so must make arrangements with a registered 
direct inquirer to inquire on its behalf. Indirect 
inquirers will NOT be charged any fees by Securities 
Information Center, Inc. but should be aware that the 
institution making inquiries on their behalf may 
assess costs and service charges. (Indirect inquirers, 
however, should make reports of loss directly). 


PART Il 


DIRECT INQUIRER 


To register as a direct inquirer, 
(B), and (C) below. 


please complete (A), 


A. Registration of Access Stations—indicate the 
number of primary and secondary access stations tue 
institution will use to make inquiries of the 
system.4 All institutions must have at least one 
primary access station. There is an annual registration 
fee of $20.00 for each primary access station and 





4access stations are described in the “Description of 
the System” to which this form is appended. 


22/SEC DOCKET 


$10.00 for each secondary access station.5 


NUMBER OF PRIMARY ACCESS STATIONS— — — 


NUMBER OF SECONDARY ACCESS STATIONS— — 





B. Optional Prompt Written Confirmation Service— 
Indicate whether the institution desires prompt written 
confirmation service. If an institution desires this 
service, the Securities Information Center, Inc. will 
send the institution written confirmations of all 
inquiries and reports received by telephone, telex, and 
mail on a daily basis. If an institution does not desire 
this service, confirmations of inquiries will be sent on 
a monthly basis. There is a $20.00 per quarter charge 
for each primary access station using this service. 


( ) We do NOT desire prompt written con- 
firmation service. 


( ) We do desire prompt written confirma- 
tion service and agree to pay the fee for 
this service. 


C. Agreement to Pay Fees—After reading the state- 
ment below, please sign in the space provided. 


Beginning January 3, 1979, we will participate in the 
Lost and Stolen Securities Program as a direct 
inquirer. We agree to pay Securities Information 
Center, Inc. the annual registration fee of $20.00 for 
each primary access station and $10.00 for each 
Secondary Access Station. We also agree to pay in 
advance quarterly usage fees, charges for optional 
services we request, and all sales, use and excise 
taxes, or other taxes, which may be levied on or in 
connection with, the furnishing of the facilities or 
services of the Securities Information Center, Inc. We 
understand that all fees are due and payable within 
ten days of date of invoicing. 





(Signature of Authorized Institutional Representative) 





(Type of Print) (TITLE) 





Sinstitutions establishing secondary access stations 
should append to this form a list of the titles, 
addresses, and names of the responsible individual 
for each secondary access station. 








= 








x) 


PART Ill 
INDIRECT INQUIRER 


To register as an indirect inquirer, please complete 
the statement below and sign in the space provided. 


Beginning January 3, 1979, we will participate in the 
Lost and Stolen Securities Program as an indirect 
inquirer. We have entered into an agreement with 





(Name of Registered Direct Inquirer) 
who will make inquiries on our behalf and we have a 
copy of this agreement on file available for inspection. 
We are aware that we will receive no direct confirma- 
tions from Securities Information Center, Inc., and that 
the institution that makes inquiries for us may pass 
through to us the costs of using the system on our 
behalf as well as additional service charges. 








(Signature of Authorized Institutional Representative) 





(Type or Print) (TITLE) 


PART IV 


ALL institutions filing this form must complete (A) 
and (B) below. 


A. Agreement—After reading the statement below, 
please sign in the space provided. 


We understand that the Securities Exchange Com- 
mission has designated Securities Information Cen- 
ter, Inc. to operate the Lost, Missing, Stolen, and 
Act of 1934, as amended. We agree that we will make 
reports of missing, lost, counterfeit and stolen 
securities and make inquiries relative thereto, in 
accordance with Rule 17f-1 and instructions of the 
Commission or its designee. 


We under stand that the Securities Exchange 
Commission has designated Securities Information 
Center, Inc. to operate the Lost, Missing, Stolen, and 
Counterfeit Securities Information System. Securities 
Information Center, Inc. will perform its work in a 
businesslike manner and in accordance with 
reasonable standards of care. It does not, however, 
guarantee the accuracy of any informtion contained in 
the records of the System or of the responses to 
inquiries concerning missing, lost, counterfeit, and 
stolen securities furnished by it. Securities 
Information Center, Inc. shall not be liable for any 
unintentional delays, inaccuracies, errors or omis- 
sions in said responses, or for any damages arising 


therefrom or occasioned thereby, nor will it be liable 
for non-performance or interruption of services due to 
fire, storms, strikes, labor disputes or any causes 
beyond its control or due to the act or omission of any 
other person, firm or corporation. 





(Signature of Authorized Institutional Representative) 





(Type or Print) (TYPE) 


B. Names and Signatures of Persons Making 
Reports on Behalf of the Institution—All reports of 
missing, lost, counterfeit or stolen securities and all 
reports of recoveries must be submitted on Form 
X-17F-1A and signed by an individual whose signature 
is on file with Securities Information Center, Inc. All 
individuals having this authority should fill in the 
spaces below (attach additional pages on institution 
letterhead if necessary). 





(Signature and Date) (Signature and Date) 





(Print or Type) (TITLE) (Print or Type) (TITLE) 
MAIL THIS FORM TO: 

Securities Information Center, Inc. 

Post Office Box 421 

Wellesley Hills, Massachusetts 02181 


DEADLINE FOR FILING IS DECEMBER 15, 1978. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 15290/November 2, 1978 


Pursuant to Section 12(k) of the Securities Exchange 
Act of 1934, as amended, the Securities and Exchange 
Commission announced the single ten day 
suspension of exchange and over-the-counter trading 
of the securities of International Systems and 
Controls Corporation (“ISC”), with principal offices in 
Houston, Texas, for the period commencing at 9:00 
a.m. (EST) on November 2, 1978, and terminating at 
midnight (EST) on November 11, 1978. 


The Commission suspended trading in the securities 
of International Systems & Controls Corporation 
because of the lack of current adequate and accurate 
information publicly available concerning the 
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company’s overall financial condition including the 
adequacy of the books and records of at least one 
significant ISC subsidiary. The company has been 
delinquent since October 2, 1978, in filing its annual 
report on Form 10-K for its fiscal year ended June 30, 
1978. On September 27, 1978, ISC announced that 
preliminary results for the year ended June 30, 1978, 
indicated a net loss of $35.7 million and that complete 
figures would be available in its Form 10-K. On 
October 30, 1978, the company announced that its 
Form 10-K will not be filed until sometime in 
November except for certain textual portions. 


The Commission cautions brokers, dealers, share- 
holders and prospective purchasers that they should 
carefully consider the foregoing information along 
with all other currently available information sub- 
sequently issued by the company. 


Furthermore, brokers and dealers should be alert to 
the fact that, pursuant to Rule 15c2-11 under the 
Securities Exchange Act of 1934, as amended, at the 
termination of the trading suspension, no quotation 
may be entered unless and until they have strictly 
complied with the provisions of said rule. If any 
broker or dealer has any questions as to whether or 
not he has complied with said rule, he should not 
enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If 
any broker or dealer is uncertain as to what is required 
by Rule 15c2-11, he should refrain from entering quo- 
tations relating to the securities in question until such 
time as he has familiarized himself with said rule and 
is certain that its provisions have been met. If any 
broker or dealer enters any quotation which is in vio- 
lation of said rule, the Commission will consider the 
need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No 15291/November 2, 1978 


In the Matter of 

NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 K Street, N.W. 

Washington, D.C. 20006 

File No. SR-NASD-78-3 


ORDER EXTENDING COMMENT PERIOD 
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On August 2, 1978, the Commission published 
Securities Exchange Act Release No. 150201 giving 
notice pursuant to Rule 19b-4 under the Securities 
Exchange Act of 1934 of a proposed rule change (File 
No. SR-NASD-78-3) by the National Association of 
Securities Dealers, Inc. (the “NASD”) to amend 
certain of the NASD’s Rules of Fair Practice relating 
to underwriting practices. 


In the case of Papilsky v. Berndt,2 it was held that, in 
the absence of a contrary ruling from the Commission 
or the NASD, recapture of underwriting fees is “avail- 
able and legal” under Article Ill, Section 24 of the 
NASD Rules of Fair Practice. Thereafter, the NASD 
submitted the proposed rule change published in 
Securities Exchange Act Release No. 15020. The pro- 
posed rule change would amend Section 24 to prohibit 
certain payments of selling concessions, discounts or 
other allowances in connection with fixed price 
offerings. The proposed rule change would also intro- 
duce a definition of the term “fixed price offerings” 
and prohibit certain swap transactions and sales to 
related persons by NASD members in the course of 
such offerings. 


The Commission has received a number of written and 
oral requests to extend the period within which inter- 
ested persons are invited to submit comments on the 
filing. In view of the complexity and potentially far- 
reaching impact of the proposed rule change, the 
Commission has determined to extend the comment 
period until December 15, 1978. 


Interested persons should submit six copies of their 
written views and comments to George A. Fitz- 
simmons, Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549 and should 
refer to File No. SR-NASD-78-3. All submissions will 
be made available to public inspection in the Commis- 
sion’s Public Reference Section, Room 6101, 1100 L 
Street, N.W., Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 











1 43 FR 35446 (August 9, 1978). 


2 [1976-1977 Transfer Binder] Fed Sec. L. Rep. (CCH) @ 


§95,627 (S.D.N.Y. 1976). 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20748/October 27, 1978 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


CNG COAL COMPANY 

CNG DEVELOPMENT COMPANY LTD. 

CNG PRODUCING COMPANY 

CNG RESEARCH COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 


CONSOLIDATED NATURAL GAS SERVICE COM- 
PANY, INC. 


CONSOLIDATED SYSTEM LNG COMPANY 
THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 
THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 

(70-6153) 


NOTICE OF POST-EFFECTIVE AMENDMENT RE- 
GARDING OPEN ACCOUNT ADVANCES TO AN 
ACQUISITION OF LONG-TERM NOTES OF SUB- 
SIDIARY COMPANY 


NOTICE IS HEREBY GIVEN that Consolidated Natural 
Gas Company (“Consolidated”), a registered holding 
company, and its above-named subsidiary companies 
have filed with this Commission a_ post-effective 
amendment to the application-declaration in this pro- 
ceeding pursuant to Sections 6(a), 7, 9(a), 10, and 
12(b) of the Public Utility Holding Company Act of 
1935 (“Act”) and Rule 45 promulgated thereunder 
regarding certain proposed transactions. All inter- 
ested persons are referred to the post-effective 
amendment to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transactions. 


By orders in this proceeding dated June 5, 1978, and 
August 15, 1978 (HCAR Nos. 20578 and 20674), 
Consolidated was authorized to issue and sell short- 
term notes to banks and commercial paper and to pro- 
vide financing for certain of its subsidiary 
companies. Pursuant to the post-effective amend- 
ment, Consolidated now proposes to make, from time 
to time up to May 31, 1979, additional open account 
advances aggregating up to $10,000,000 to CNG Pro- 
ducing Company in excess of the $4,000,000 of 
advances authorized in the Commission’s order of 
June 5, 1978, for working capital requirements. Such 
advances may be made, repaid, and remade as 
requested by the treasurer of such subsidiary 
company, upon letter agreement that such open 
account advances will be repaid on or before a date 
not more than one year from the date of the first 
advance, with interest at substantially the same 
effective rate of interest as the related commercial 
paper or bank borrowings by Consolidated. 


Consolidated further intends to make long-term loans, 
aggregating $9,500,000 in excess of the $27,000,000 
authorized in the aforesaid order of June 5, 1978, to 
CNG Producing Company for the purpose of partially 
financing its 1978 capital expenditures for exploration 
and development of Gulf offshore leases as called for 
from time to time in 1978 by the treasurer of such sub- 
sidiary company. Consolidated will finance these 
loans from its own internal cash generation. 
Accordingly, CNG Producing Company proposes to 
issue to Consolidated and Consolidated proposes to 
acquire $9,500,000 principal amount of nonnegotiable, 
long-term notes bearing interest at the rate of 8.25% 
per annum, which rate is predicated on and 
substantially equal to the effective cost of money to 
Consolidated through the issuance and sale by 
Consolidated of its 8-1/8% debentures due June 1, 
1997, issued in 1977, such interest to be paid semi- 
annually. The notes will mature as follows: $600,000 
in each year 1983 to 1997, inclusive, and $500,000 in 
1998. 


It is stated that no state or federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. The fees and expenses to be 
incurred in connection with the proposed transactions 
are estimated not to exceed $350, including $300 for 
the system service company charges, at cost. All of 
such fees and expenses are to be paid bv 
Consolidated. It is also proposed that the Rule 24 
certificates of notification regarding the proposed 
transactions be filed on a quarterly basis. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 21, 1978, 
request in writing that a hearing be held in respect of 
such matter, stating the nature of his interest, the 
reasons for such request, and the issues of fact or law 
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raised by said post-effecitve amendment to the 
application-declaration which he desires to controvert; 
or he may request that he be notified should the 
Commission order a hearing thereon. Any such 
request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549. 
A copy of such request should be served personally or 
by mail upon the applicants-declarants at the above- 
stated address, and proof of service (by affidavit or, in 
case of an attorney-at-law, by certificate) should be 
filed with the request. At any time after said date the 
application-declaration, as now amended or as it may 
be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or 
the Commission may grant exemption from such rules 
as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. 
Persons who request a hearing or advice as to whether 
a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20749/October 27, 1978 


In the Matter of 
CENTRAL AND SOUTH WEST CORPORATION 


CENTRAL AND SOUTH WEST SERVICES, INC. 
Dallas, Texas 


CENTRAL POWER AND LIGHT COMPANY 
Corpus Christi, Texas 


SOUTHWESTERN ELECTRIC POWER COMPANY 
Shreveport, Louisiana 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


WEST TEXAS UTILITIES COMPANY 
Abilene, Texas 


(70-6163) 


ORDER AUTHORIZING REVISIONS TO SYSTEM 
MONEY POOL ARRANGEMENT 
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Central and South West Corporation (“CSW”), a 
registered holding company, and five of its subsidiary 
companies, Central Power and Light Company 
(“CPL”), Southwestern Electric Power Company 
(“SWEPCO”), West Texas Utilities Company (“WTU”), 
Public Service Company of Oklahoma (“PSO”) and 
Central and South West Services, Inc. (“CSWS”) 
(collectively the “subsidiaries”) have filed with this 
Commission post-effective amendments to their appli- 
cation previously filed and amended in this matter 
pursuant to Sections 6, 7, 9(a), 10, 12(b) and 12(f) of 
the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 43, 45 and 50 promulgated there- 
under concerning the following proposed trans- 
actions. 


By orders dated December 30, 1976, December 29, 
1977, January 13, 1978, and June 30, 1978 (HCAR 
Nos. 19829, 20355, 20385 and 20608), applicants- 
declarants were authorized to establish a CSW System 
money pool (“money pool”) to coordinate their short- 
term borrowings and to make borrowings outside the 
money pool from banks and through the issuance of 
commercial paper. The money pool is composed from 
time to time of funds from the following sources: (i) 
surplus funds of CSW; (ii) surplus funds of any of the 
subsidiaries; (iii) borrowings by CSW or the 
subsidiaries from banks; and (iv) proceeds from 
CSW’s sales of commercial paper. The current money 
pool authorization, effective through December 31, 
1979, provides for an aggregate borrowing limitation 
of $200,000,000 and individual borrowing limitations 
in the following amounts: CSW, $200,000,000; CPL, 
$71,000,000; PSO, $74,000,000; SWEPCO, $50,000,000 
WTU, $20,000,000, and CSWS, $2,000,000. 


CSW administers the money pool by matching up, to 
the extent possible, short-term cash surpluses and 
loan requirements of itself and its subsidiaries. 
Subsidiary requests for short-term loans are met first 
from surplus funds of the other subsidiaries which are 
available to the money pool and then from CSW’s 
corporate funds, to the extent available. When these 
sources of funds are insufficient to meet short-term 
loan requests, borrowings are made from outside the 
system. To that end CSW was authorized to issue and 
sell its commercial paper to A-G Becker and 
Company, Inc. (“Becker”), at a discount rate not in 
excess of the discount rate per annum prevailing at 
the time of issuance for commercial paper dealers, 
and at an interest cost not exceeding the effective 
cost of money for unsecured prime-rate commercial 
bank loans prevailing at the time of issuance for 
commercial paper of comparable quality and maturity 
sold by issuers to commercial paper dealers, and at 
an interest cost not exceeding the effective cost of 
money for unsecured prime-rate commercial bank 
loans prevailing on the date of issue of such 
commercial paper. 
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CSW and its subsidiaries were also authorized, in the 
event that such borrowings would produce a lower 
effective cost of money than the issuance by CSW of 
its commercial paper, to borrow from banks to meet 
short-term borrowing needs which could not be met 
by the money pool. Such bank borrowings were also 
authorized even when the cost of such borrowings is 
not less than the cost of equivalent borrowings 
through the money pool if and only to the extent that 
such bank requires that the borrowings be made as a 
condition of maintaining the subsidiary’s line of credit 
with the bank, subject to an aggregate limit at any one 
time outstanding of $10,000,000 for all such bank 
borrowings and of $5,000,000 for any one subsidiary. 


The interest rate applicable to all loans of surplus 
funds through the money pool is the rate published in 
the Wall Street Journal for commercial paper placed 
directly by a major finance company and having a 
term most nearly equal to the term of the particular 
money pool loan in question. The interest rate 
applicable to the funds borrowed by CSW from 
external sources and loaned through the money pool 
is equal to CSW’s net cost for the external 
borrowings. 


By post-effective amendments applicants-declarants 
seek authorization: (1) for CSW to issue and sell 
commercial paper to dealers other than Becker; (2) to 
allocate costs of CSW’s external borrowings upon a 
basis approximating the peak load requirements of the 
operating subsidiaries; and (3) to borrow from banks 
in addition to the banks heretofore authorized. 


Applicants-deciarants state it has now become 
possible, with some although not all commercial 
paper dealers, to split business among several 
dealers. By doing so alternative quotations may be 
secured on particular transactions as to interest rate 
and/or the dealer’s discount, and the paper may be 
sold to the dealer quoting the lowest cost of money. 
CSW requests authority to establish arrangements 
with one or more prospective dealers and to select the 
dealer or dealers who, in the judgment of its executive 
vice president and chief financial officer or its 
treasurer, will furnish the lowest net cost to CSW on 
the commercial paper it issues. Each dealer would be 
restricted to sales to not more than 200 institutional 
purchasers on a list furnished to this Commission. 


Concerning the allocation of costs it is stated that in 
the case of compensating balances and fees paid to 
banks to maintain credit lines, it is not possible to 
allocate costs accurately as part of any particular 
loan, since the principal function of credit lines is to 
be an available credit source in addition to CSW’s 
commercial paper. Applicants-declarants propose to 
allocate costs in such cases upon the basis of 10% to 
WTU, 30% to CPL, 30% to PSO and 30% to 


SWEPCO, such percentages reflecting the approxi- 
mate peak load of the subsidiary to CSW’s total peak 
load. Determination of the cost of compensating 
balances will be done on a monthly basis by (1) 
calculating the weighted average daily cost incurred 
by CSW and the subsidiaries for borrowings from 
external sources during the month (or, if there were 
no such borrowings, then the most recent direct issue 
commercial paper rate); (2) multiplying such daily 
cost times the aggregate amount of compensating 
balances maintained by CSW on each day during the 
month; and (3) adding the products obtained. In the 
event that a borrowing is made from a source other 
than the lowest available cost of money pursuant to 
the exception referred to earlier, the cost incurred in 
excess of the cost of the alternative lowest cost 
borrowing will be deemed to be the equivalent of a 
compensating balance or other indirect cost, and will 
be distributed on the same basis proposed for such 
costs rather than borne entirely by the direct borrower 
involved. At the end of each calendar year the costs 
allocated on the basis of the percentages specified 
above will be retroactively reallocated for the year 
among the subsidiaries (and CSW, should CSW 
borrow for its own corporate needs) pro rata on the 
basis of the relative weighted average principal 
amounts of borrowings incurred from external sources 
during the year for the benefit of each of such 
companies. 


Concerning bank borrowings applicants-declarants 
seek authorization to borrow from the banks !isted 
below. Borrowings would be at the prime rate in all 
cases except for loans from First National Bank in 
Dallas, Republic National Bank and Irving Trust 
Company, in all three cases the rate being 107% of 
prime, and except for loans from Texas Commerce 
Bank, the terms of which are set forth below. 
Assuming a prime rate of 9%, the interest cost 
(including compensating balances and fees) would be 
10% per annum for the non-fee banks, 10.52% for 
First National Bank in Dallas and 10.47% for the other 
fee banks. Applicants-declarants’ bank lines as of 
August 31, 1978, were as follows: (See following page) 


Borrowings of up to $10,000,000 from Texas 
Commerce Bank would be from funds managed by its 
trust department, pursuant to a short-term borrowing 
agreement. The notes would be payable on demand or 
a stated maturity date not exceeding six months from 
date of issuance, would bear interest at a rate equal to 
the 90-day rate on General Motors Acceptance 
Corporation’s commercial paper, or, if CSW has out- 
standing commercial paper with a 90 to 180-day 
maturity, at the highest effective rate to the ultimate 
purchases of such paper. 


The proceeds of short-term borrowings will be used (i) 
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Bank Amount of Line 


Compensation Basis(a) 


Bankers Trust Company $ 25,000,000 Balances 
First National Bank of 
Chicago $ 15,000,000 Balances 
First National Bank in 
Dallas 6,500,000 (b) Balances and Fees 
Republic National Bank 5,000,000 (c) Balances and Fees 
Irving Trust Company 5,000,000 (c) Balances and Fees 
Bank of Delaware 4,500,000 Balances 
Harris Trust & Savings 2,000,000 Balances 
First City National Bank 2,000,000 Balances 
Service Area Banks 
Central Power & Light Company 
(24 Local Banks) $ 29,345,000 Balances 
Public Service Company 
of Cklahoma 9,500,000 Balances 
Southwestern Electric 
Power Company 
(37 Local Banks) 20,615,000 Balances 
West Texas Utilities 
(6 Local Banks) 8,515,000 Balances 
TOTAL 


(a) Balances maintained in support of lines of credit 
are generally nonsegregated working funds of the 
applicants and are not restricted as to withdrawal. 
These nonsegregated balances generally aggregate 
approximately 10% of the line of credit. Substantial 
usage under these lines of credit could result in 
increased compensating balance requirements. Where 
a fee basis is maintained, a designated portion of the 
total line of credit is supported by a fee equal on an 
annual basis to the principal amount of that portion x 


in the case of borrowings by CPL, PSO, SWEPCO and 
WTU, for the interim financing of their construction 
programs and to provide for other temporary working 
capital needs; (ii) in the case of borrowings by CSW, 
for loans or contributions to capital to the 
subsidiaries for such purposes; (iii) in the case of 
borrowings by CSWS, to provide working capital for 
its operations; and (iv) to repay borrowings previously 
incurred for such purposes. 


The estimated capital programs for 1978 and 1979 for 
the operating companies are as follows: 


1978 1979 
CPL $247,000,000 $2 16,000,000 
PSO $257,000,000 $25 1,000,000 
SWEPCO $110,000,000 $142,000,000 
WTU $ 21,000,000 $ 24,000,000 
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$132,975,000 


7% x the prime rate. The balance of the line of credit 
in these situations is maintained on the compensating 
balances basis described above. 


(b) $4.0 million is supported by compensating 
balances and $2.5 million by fees. 


(c) $2.5 million is supported by compensating 
balances and $2.5 million by fees. 


None of the proceeds from such borrowings shall be 
utilized to pay the cost of facilities (“interconnection 
facilities”) which would not be needed to provide 
service to customers of any of the operating 
companies if such operating company were not part of 
the CSW System, nor will any expenditures be made 
by any of the operating companies for the construc- 
tion or acquisition of any facility not so needed prior 
to the time all funds covered by this application- 
declaration have been expended. For the purposes of 
the foregoing representation, there is included within 
the meaning of the term “interconnection facilities” all 
facilities, construction or acquisition of which is or 
would be part of any proposal for synchronous inter- 
state operation of the CSW System forming the 
subject of the proceedings in Central and South West 
Corporation, et al. (Admin. Proc. File No. 3-4951) 
which would not also be required for the continuation 
of dissynchronous interstate/intrastate operation in 
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the mode presently prevailing in the Central and South 
West System. 


CSW requests exemption from the competitive 
bidding requirements of Rule 50 under the Act in con- 
nection with the proposed issuance of commerciai 
paper pursuant to paragraph (a) (5) (B) thereof. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transactions. The additional fees and ex- 
penses to be incurred in connection with the proposed 
transactions are extimated at $750. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than October 24, 1978, request 
in writing that a hearing be held on such matter, 
stating the nature of his interest, the reasons for such 
request, and the issues. 


Due notice of the filing of said post-effective amend- 
ments to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
the Act (HCAR No. 20720), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended, be granted and permitted to become effec- 
tive: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective 
amendments, be, and it hereby is, granted and permit- 
ted to become effective forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated 
under the Act, except that certificates thereunder shall 
be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20750/October 27, 1978 


In the Matter of 


EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 
Boston, Massachusetts 02107 


BROCKTON EDISON COMPANY 
36 Main Street 
Brockton, Massachusetts 02403 


MONTAUP ELECTRIC COMPANY 
P.O. Box 391 
Fall River, Massachusetts 02722 


(70-6217) 


NOTICE OF PROPOSED ISSUE AND SALE OF COM- 
MON STOCK AT COMPETITIVE BIDDING BY 
HOLDING COMPANY, ISSUE AND SALE OF COM- 
MON STOCK BY ONE SUBSIDIARY TO HOLDING 
COMPANY AND PURCHASE OF DEBENTURE BONDS 
BY ONE SUBSIDIARY FROM A SECOND SUBSIDIARY 


NOTICE IS HEREBY GIVEN that Eastern Utilities 
Associates (“EUA”), a registered holding company, 
and two of its electric utility subsidiary companies, 
Brockton Edison Company (“Brockton”) and Montaup 
Electric Company (“Montaup”), have filed an applica- 
tion-declaration and an amendment thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”) designating Sections 6, 
7, 9(a), 10, 12(c), 12(d) and 12(f) of the Act and Rules 
42(b) (2), 43(a), 44(a) and 50 promulgated thereunder 
as applicable to the proposed transactions. All 
interested persons are referred to the application- 
declaration, which is summarized below, for a com- 
plete statement of the proposed transactions. 


EUA proposes to issue and sell up to 600,000 shares 
of its common stock (par value $5.00) by competitive 
bidding. EUA proposes to apply the net proceeds from 
such sale to the purchase at the par value of $25.00 
per share of the maximum number of shares of Brock- 
ton common stock (“Brockton Stock”) so purchas- 
able, rounded to the next higher integral multiple of 
1,000 up to a maximum of 468,000 shares or a 
maximum aggregate par value of $11,700,000. 


To the extent that the net proceeds to EUA are less 
than the amount required for the purchase of the 
Brockton Stock, the deficiency will be supplied from 
EUA’s treasury. EAU proposed to pledge the Brockton 
Stock to the First National Bank of Boston as Trustee 
under EUA’s Indenture and Deed of Trust dated as of 
October 1, 1953, as supplemented securing EUA’s 
Collateral Trust Bonds. 


Brockton proposes to apply the proceeds to the 


purchase of a principle amount of Montaup Debenture 
Bonds due 2008 (the “Debenture Bonds”) equal to the 


SEC DOCKET/29 





amount of such proceeds. The price to be paid by 
Brockton to Montaup for the Debenture Bonds will be 
their face value plus accrued interest. The Debenture 
Bonds will be pledged by Brockton to State Street 
Bank and Trust Company under Brockton’s Indenture 
of First Mortgage and Deed of Trust dated as of 
September 1, 1948, as supplemented and modified, 
securing Brockton’s First Mortgage and Collateral 
Trust Bonds. 


Montaup proposes to apply the proceeds to reduce its 
outstanding short-term debt to banks. At the time of 
the sale of the Montaup Stock it is expected that 
Montaup will have approximately $32,000,000 in 
outstanding short-term debt to banks. 


It is stated that the Department of Public Utilities of 
the Commonwealth of Massachusetts has jurisdiction 
over various aspects of the proposed transactions, 
that the Public Utilities Control Authority of the State 
of Connecticut will be asked to waive any jurisdiction 
it might have over the proposed transactions and that 
no other state commission and no _ federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


The fees and expenses to be incurred in connection 
with the proposed transactions are $227,930, 
including $38,600 for legal fees. Fees of counsel for 
the underwriter to be paid by the successful bidder, 
are $27,500. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 20, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application-declaration, as amended, which he 
desires to controvert;‘or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the 
applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an 
attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application- 
declaration, as amended, or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 
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For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20751/October 27, 1978 


in the Matter of 


KENTUCKY POWER COMPANY 
15th and Carter Avenue 
Ashland, Kentucky 41101 


INDIANA AND MICHIGAN ELECTRIC COMPANY 
2101 Spy Run Avenue 
Fort Wayne, Indiana 46801 


(70-6198) 


NOTICE OF PROPOSED ACQUISITION OF POWER 
PLANT BY HOLDING COMPANY SUBSIDIARY AND 
THE PROPOSED FINANCING FOR SUCH ACQUISI- 
TION 


NOTICE IS HEREBY GIVEN that Kentucky Power 
Company (‘‘KPCo’’), and Indiana and Michigan 
Electric company (“l&M”), electric utility subsidiaries 
of American Electric Power Company, Inc. (“AEP”), a 
registered holding company have filed an application- 
declaration and an amendment thereto with this 
Commission pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Sections 
6(a), 7, 9(a)(1), 10 and 12 of the Act and Rules 43, 45 
and 50(a)(2) promulgated thereunder regarding the 
proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below for a complete statement of the 
proposed transaction. 


KPCo is one of the operating companies of the AEP 
system. It presently owns and operates two 
generating units with a net capability of 800,000 
kilowatts. Presently KPCo serves approximately 
132,000 customers in a 5,700 square mile area in the 
eastern section of Kentucky with an estimated 
population of 407,000. 


KPCo’s internal winter peak demand has increased 
steadily since the completion of its Big Sandy Plant in 
1969. It is presently projected that KPCo’s winter peak 
demand will increase so that by the winter of 
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1981-1982 KPCo will be in a deficient generating The following table shows KPCo’s analysis of future 


position unless it acquires new generating capacity. 
This deficiency is expected to widen to approximately 


negative 14% by the winter of 1983-1984. 


power reserve requirements. 


KENTUCKY POWER COMPANY 





WINTER PEAK DEMAND, GENERATING CAPABILITY AND RESERVES 
1977/78 - 1983/84 





GENERATING CAPABILITY (MW) 




















WINTER PEAK WITHOUT WITH 
DEMAND KPCo OWNERSHIP KPCo OWNERSHIP 
YEAR (MW) IN ROCKPORT PLANT * IN ROCKPORT PLANT 
1977/78 777** 1,060 1,060 
1978/79 852 1,060 1,060 
1979/80 937 1,060 1,060 
1980/81 1,005 1,060 1,060 
1981/82 1,077 1,060 1,255 
1982/83 1,155 1,060 1,450 
1983/84 1,238 1,060 1,450 
RESERVE 
WITHOUT WITH 
KPCo OWNERSHIP KPCo OWNERSHIP 
i] * Md : 
283 36.4 - - 
208 24.4 - - 
123 i3.2 - - 
55 x5 - - 
-17 -1.6 178 16.5 
--95 -8.2 295 25.5 
-178 -14.4 212 py | 


BASED ON COMPLETION OF ROCKPORT UNIT NO. 1 (1300 MW) BY WINTER OF 1981/82 


AND OF ROCKPORT UNIT NO. 2 (1300 MW) BY WINTER OF 1982/83, AND KENTUCKY 
POWER COMPANY'S PARTICIPATION IN OWNERSHIP OF ROCKPORT PLANT TO THE EXTENT 


- OF 15% 
** ACTUAL 


The Rockport Plant located near the town of Rockport, 
Indiana is presently under construction by 1&M and 
will consist of two coal-fired generating units, each of 
1,300,000 kilowatt capacity. The construction cost of 
these two units are estimated to total approximately 
$1,250,000,000, of which approximately $41,000,000, 
had been incurred by December 31, 1977. Unit No. 1 is 
presently projected for commercial operation, in the 
winter of 1981/82 and Unit No. 2 in the winter of 
1982/33. 


1&M projects that it will need a substantial portion of 
the Rockport Plant to satisfy its future load require- 
ments. However, |&M projections indicate that a 
proposed 15% participation by KPCo would be 
acceptable, and would help to reduce the amount of 
additional capital which 1&M would need to raise 
during the construction period. 


It is therefore proposed that KPCo acquire from 1&M 
and that 1&M transfer to KPCo, a 15% undivided 
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interest as tenant in common in the two Rockport 
Plant generating units in their present state of 
construction for an amount equal to 15% of 1&M’s 
total investment in such units at the time of transfer. 
After KPCo has acquired such 15% interest, it wil! be 
obliged to pay 15% of the subsequent costs incurred 
to complete the two units. 


In order to acquire its initial interest in the Rockport 
Plant for the period through December 31, 1978, KPCo 
will either pay approximately $27,000,000 to 1&M, or 
deposit such amount to be used for the payment of 
the first $27,000,000 of unpaid invoices for materials, 
supplies or labor in the construction. Thereafter, both 
KPCo and 1&M will furnish funds for the completion of 
the Rockport Plant in proportion to their respective 
undivided interests. 


KPCo expects to finance its proposed acquisition 
partially through cash generated through internal 
sources, partially through common equity invest- 
ments in it by its parent, AEP, and partially through 
long-term bank loans. 


KPCo proposes to enter into a bank loan agreement 
(“Agreement”) pursuant to which it would borrow up 
to $100,000,000 to be repayable on or before July 31, 
1986, from a group of 16 banks. Such borrowings are 
to be evidenced by notes of KPCo maturing July 31, 
1986 and such notes shall bear interest until the 
principal shall become due and payable at a rate per 
annum equal to 109% of the current prime lending 
rate in effect from time to time at Manufacturers 
Hanover Trust Company with 90 day maturities. KPCo 
may prepay any and all outstanding notes without 
penalty. 


KPCo will pay to each of the sixteen banks a quarterly 
commitment fee compiled at the rate of 1/2 of 1% per 
annum on the daily average unused amount of the 
commitment of each bank, if any, during the quarterly 
period. KPCo will not be required to pay any other 
fees or charges to the banks in connection with the 
borrowings under the Agreement. No compensatory 
balances are required in connection with any 
borrowings proposed under the Agreement. 


The Proceeds from the notes are proposed to be used 
to acquire the 15% interest in the Rockport Plant and 
in connection with KPCo’s construction program. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$10,500, including an estimated $5,000 in legal fees. 


It is stated that the Kentucky Public Service 
Commission has jurisdiction over the proposed trans- 
actions and that no other state commission and no 
federal commission, other than this Commission, has 
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jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 20, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact of law raised 
by said application-declaration, as amended, which he 
desires to controvert; or he may request that he be 
notified if the Commission should order a hearing 
thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request 
should be served personally or by mail upon the appli- 
cants-declarants at the above-stated addresses, and 
proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) should be filed with the request. 
At any time after said date, the application- 
declaration, as amended, or as it may be further 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other actions as it may deem appropriate. Persons 
who request a hearing or advice as to whether a 
hearing is ordered will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20752/October 30, 1978 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-6205) 


ORDER AUTHORIZING ISSUANCE AND SALE OF 
COMMON STOCK AT COMPETITIVE BIDDING 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, has filed with this 
Commission an application-declaration and amend- 
ments thereto pursuant to Sections 6, 7 and 12(c) 
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of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 42 and 50 promulgated thereunder 
concerning the following proposed transaction. 


AEP proposes to issue and sell up to 6,000,000 shares 
of its authorized but unissued common stock, par 
value $6.50 per share, at competitive bidding. It is 
stated that the proceeds from the sale of such stock 
will be used to repay, at or before maturity, an 
equivalent amount of AEP’s short term indebtedness. 
As of August 23, 1978, AEP’s short term debt was 


$50,140,000, and it is estimated that such short term , 
. debt will be $140,000,000 as of the anticipated date of 


sale of such stock. 


The fees and expenses to be incurred in connection 
with the proposed transaction are estimated at 
$238,800, including printing fees of $80,000, legal fees 
of $35,000 and accountants’ fees of $30,000. The fees 
of counsel for the underwriters, to be paid by the 
successful bidders, are estimated at $24,500. No state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20696), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rules 24 
and 50 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 20753/October 31, 1978 


In the Matter of 


SYSTEM FUELS, INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


LOUISIANA POWER & LIGHT COMPANY 
New Orleans, Louisiana 


MIDDLE SOUTH ENERGY, INC. 
New Orleans, Louisiana 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


NEW ORLEANS PUBLIC SERVICE 
New Orleans, Louisiana 


(70-6208) 


ORDER AUTHORIZING PROPOSAL RELATING TO 
SHORT-TERM DEBT ISSUED TO FINANCE NUCLEAR 
FUEL PROCUREMENT BY A NONUTILITY SUBSI- 
DIARY FOR USE BY THE OPERATING COMPANIES 


Arkansas Power & Light Company (“Arkansas”), 
Louisiana Power & Light Company (“Louisiana”), 
Mississippi Power & Light Company (“Mississippi”), 
and New orleans Public Serice Inc. (“NOPSI’) (collec- 
tively referred to as “Operating Companies”), ail 
public utility subsidiary companies of Middle South 
Utilities, Inc. (“Middle South”), a registered holding 
company, and System Fuels, Inc. (“SFI”), a jointly- 
owned nonutility subsidiary company of the Operating 
Companies, have filed a declaration and an 
amendment thereto with this Commission pursuant to 
Sections 6(a), 7, 12(b) and 12(f) of the Public Utility 
Holding Company Act of 1935 (“Act”) and Rules 45 
and 50 promulgated thereunder as applicable to the 
following proposed transactions. 


Under a Nuclear Fuel and Fuel Services Purchase 
Agreement (‘Purchase Agreement”), dated as of June 
15, 1978, among SFI, Arkansas, Louisiana, and 
Middle South Energy, Inc. (“MSE”), a subsidiary of 
Middle South Utilities, Inc., organized in 1974 to own 
and finance certain future base load generating plants 
in the System, Arkansas, Louisiana, and MSE have 
previously agreed with SFI, with certain exceptions 
noted in the Purchase Agreement, to purchase their 
requirements of certain nuclear materials and nuclear 
fuel services from SFI (HCAR No. 20525). Based upon 
current estimates, SFI anticipates net expenditures for 
the above referenced program of $35,897,000, and 
$34,961,000, for 1978 and 1980, respectively; SFI 
anticipates to generate net sales of $22,100,000, and 
$16,169,000, for 1979 and 1981, respectively. 
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In order to finance the above requirements or to 
provide funds to reimburse the parent companies for 
borrowings previously made to effect certain of the 
above acquisitions of nuclear materials or nuclear fuel 
services, SFI proposes to issue its Commercial Paper 
Notes (“Notes” or individually, “Note’), pursuant to 
an arrangement by which The Aetna Casualty and 
Surety Company (“Aetna”) would, under a Bond of 
Indemnity (“Bond”), undertake to pay any Note if it is 
not paid when presented. The maximum principal 
amount of the Notes outstanding at any one time until 
November 1, 1981, may not exceed $60,000,000, less 
the amount, if any, of Notes paid by Aetna for which 
Aetna shall not have been reimbursed. The Notes will 
be discount notes payable to bearer at the office of an 
issuing and paying agent (“agent”), which will be a 
major commercial bank located in New York, New 
York. 


The Notes will be in the form of unsecured promissory 
notes with varying maturities not to exceed 270 days, 
the actual maturities to be determined by market 
conditions, effective cost of money to SFI and SFl’s 
anticipated cash requirements at the time of issuance. 
In accordance with the established custom and 
practices in the market, the Notes will not be payable 
prior to maturity. SFI proposes to issue, reissue and 
sell the Notes in denominations of not less than 
$50,000 directly to Lehman Brothers Kuhn Loeb 
Incorporated or Lehman Commercial Paper Incorpo- 
rated (“Lehman”), a dealer in commercial paper, 
pursuant to a Placement Agreement (“Placement 
Agreement”) to be entered into between SFI and 
Lehman. The Notes will be sold to Lehman at a 
discount which will not be in excess of the discount 
rate per annum prevailing at the date of issuance for 
commercial paper of comparable quality of that 
particular maturity sold to commercial paper dealers. 
No commission or fee will be payable by SFI in 
connection with the issuance and sale of the Notes. 
Lehman, as principal, will reoffer and sell the Notes at 
a discount rate of 1/8 of 1% per annum less than the 
prevailing discount rate to SFI. It is stated that the 
dealer in reoffering the commercial paper will limit the 
reoffer and sale to a nonpublic customer list of not 
more than 200 buyers of commercial paper. Each such 
list will be prepared in advance of each offering and 
will include commercial banks, insurance companies, 
corporate pension funds, investment trusts, founda- 
tions, colleges and university funds, municipal and 
state funds and other financial and nonfinancial 
corporations which normally invest funds in 
commercial paper. Such list will be furnished to the 
Commission and no change will be made therein 
without advising the Commission of such change. 


SFI and Aetna will enter into a Participation 
Agreement (“Participation Agreement”) which will set 
forth the terms under which the Bond will be issued. 
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Under the Bond, Aetna will agree unconditionally that, 
if at any time there shall be insufficient funds on 
deposit with the Agent and available for the payment 
of Notes, Aetna shall deposit with the Agent the 
funds required to make the payments in full. SFI will 
pay Aetna quarterly a premium at a per annum rate 
equal to the sum of (a) 1/2 of 1% plus (b) 7% of the 
minimum commercial lending rate charged from time 
to time by Morgan Guaranty Trust Company of New 
York for loans in New York City (“Morgan Guaranty 
MCLR”), computed on the daily average principal 
amount of Notes outstanding during such quarter. 
Based upon present interest rates, the effective cost 
of the Aetna proposal to SFI is estimated to be 
9.81%. Under the terms of the participation 
Agreement, SFI may reimburse Aetna within 60 days 
after the date of any payment for each payment made 
by Aetna under the Bond, together with interest 
thereon at a per annum rate equal to 125% of the 
Morgan Guaranty MCLR. SFI may also reimburse 
Aetna within such 60 day period for all losses and 
expenses incurred in connection with the Bond and in 
connection with the enforcement of SFI’s obligations 
under the Participation Agreement, including interest 
thereon, at the same rate as applies to payments by 
Aetna. Prior to such reimbursement, SFI may issue 
Notes, provided certain terminating events have not 
occurred, but may use the proceeds only for the 
purposes of refunding outstanding Notes and 
acquiring funds in order to effect such reimburse- 
ment. 


In the event that Aetna is not reimbursed for any 
payment made by it under the Bond or for any other 
losses, expenses, or interest under the Participation 
Agreement within such 60 days, SFI may not issue or 
sell any additional Notes without Aetna’s written 
approval, and Aetna may cancel the Bond: Following 
such a cancellation SFI shall, as specified below, (i) 
pay Aetna all amounts then owed by SFI under the 
Participation Agreement or the Security Agreement 
(as hereinafter defined) and (ii) pay the Agent an 
amount sufficient to provide for the payment of all 
Notes issued by SFI and unpaid at the time of such 
cancellation. Any cancellation of the Bond by Aetna 
shall relate solely to Notes issued after the 
effectiveness of such cancellation and shall not affect 
Aetna’s obligation under the Bond with respect to 
Notes issued prior to the effectiveness of such 
cancellation. 


To the extent internal funds are unavailable, SFI 
proposes to obtain funds to pay the Notes and 
reimburse Aetna, as may be required by the 
Participation Agreement during 1978, through 
borrowings under its Loan Agreement (‘‘Loan 
Agreement”) with its parent companies, dated January 
4, 1978 (HCAR No. 20363). Authority is herein 
requested to make borrowings under such Loan 
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Agreement, if necessary, in an amount sufficient to 
enable SFI to make such payment and reimbursement. 
Requisite borrowing capacity is available for such 
purpose as the $40,000,000 of loans from Citibank, 
N.A., which matured April 17, 1978, were extended 
through April 17, 1980. 


Under the terms of a Security Agreement to be entered 
into between SFI and Aetna (“Security Agreement”), 
Aetna will also receive a security interest (i) in SFI’s 
nuclear materials and nuclear fuel services inventory 
which is to be financed through the sale of the Notes, 
(ii) in payments for such materials and services under 
the Purchase Agreement and (iii) in certain contract 
rights, funds, and claims related to the sale of the 
Notes and to such materials and services. 


In connection with the proposed transactions, the 
parent companies will covenant and agree with Aetna 
that so long as SFI shall have any obligations under 
the Participation Agreement, the Bond, the Security 
Agreement or the Placement Agreement, the parent 
companies will, severally in accordance with. their 
present respective shares of ownership of the 
common stock of SFI, take any and all action as, from 
time to time, may be necessary to keep SFI in a sound 
financial condition and to place SFI in a position to 
perform and discharge, and will cause SFI to perform 
and discharge, in a timely manner, all of its 
obligations under the documents referred to in this 
application and under the Purchase Agreement. 


Before SFI accepted the Aetna proposal, the company 
requested proposals from four investment institutions 
and received a response from three. SFI evaluated all 
proposals. Based on economics, utilitization, and 
other subjective matters, such as Middle South 
Utilities System Companies’ other financing arrange- 
ments and future financing needs, it was determined 
that the Aetna proposal was the most economical and 
in the best interest of SFI and the Middle South 
Utilities System. 


The fees, commissions and expenses, to be paid 
directly or indirectly by SFI in connection with the 
consummation of the proposed transactions, consist 
of the filing fee payable to the Commission of $2,000, 
SFI’s counsel fees estimated at $50,000, fees of rating 
agencies of $7,500, an initiation fee of the Agent in 
connection with the issuance of the Notes of $10,000, 
a fee to Lehman of $100,000 after SFI issues Notes, 
the fees and expenses of counsel for Lehman and 
Aetna up to a maximum amount of $40,000 (the 
excess to be paid by Lehman), and miscellaneous 
expenses estimated at $5,000. It is stated that no 
state commission and no federal commission, other 
than this Commission, has jurisdiction over the 
proposed transactions. 


Due notice of the filing of said application has been 
given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20725), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts’ in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application, as amended, be granted effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application 
as amended, be, and it hereby is, granted effective 
forthwith, subject to the terms and conditions 
prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20754/October 31, 1978 


In the Matter of 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
Tulsa, Oklahoma 


ASH CREEK MINING COMPANY 
Tulsa, Oklahoma 


(70-5868) 


SUPPLEMENTAL ORDER EXTENDING EXISTING 
AUTHORIZATION TO ENGAGE IN COAL EXPLORA- 
TION AND DEVELOPMENT PROGRAMS 


Public Service Company of Oklahoma (“PSO”), an 
electric utility subsidiary of Central and South West 
Corporation (“CSW”), a registered holding company, 
and Ash Creek Mining Company (“Ash Creek”), a 
subsidiary mining company of PSO, have filed with 
this Commission a post-effective amendment to their 
application-declaration, as previously filed and 
amended in this matter pursuant to Sections 6, 7, 
9(a), 10 and 12 of the Public Utility Holding Company - 
Act of 1935 (“Act”) and Rules 43 and 45 promulgated 
thereunder regarding the following proposed trans- 
action. 
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By order dated November 30, 1976 (HCAR No. 19777) 
PSO was authorized to organize and acquire all of the 
authorized common stock of a new coal mining 
subsidiary corporation, Ash Creek. PSO was also 
authorized to transfer to Ash Creek all of its existing 
coal interests in exchange for Ash Creek’s common 
stock in an aggregate par value equal to PSO’s capital 
costs relating to the coal interests. Pursuant to this 
authorization, PSO transferred to Ash Creek 
properties having a cost basis of $3,839,040 in return 
for 383,904 shares of common stock par value $10 per 
share, of Ash Creek. Additional properties have not 
yet been transferred and remain in PSO ownership. 
PSO also was authorized to make through December 
31, 1977 short-term loans to Ash Creek, via either 
open account advances or evidenced by notes, in an 
aggregate amount not to exceed $12,500,000 at any 
time outstanding, to finance Ash Creek’s fuel 
programs. That authorization has subsequently been 
extended pursuant to supplemental orders (HCAR 
Nos. 20329, 20414, 20476, 20505, 20568 and 20646 and 
20710). 


PSO and Ash Creek now request that the authorization 
be further extended for a 60 day period ending 
December 31, 1978. During this period, no transfers to 
Ash Creek of the coal interests remaining in PSO will 
be made. 


Ash Creek will report to the Commission, to the 
extent required by Rule 24 promulgated under the Act, 
on interests acquired and disposed of, operations 
undertaken and expenditures made pursuant to the 
extended authorization herein requested. 


No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be 
incurred in connection with the proposed transaction 
are estimated at $50. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules thereunder are satisfied and that no adverse 
findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and 
consumers that the application-declaration, as further 
amended by said post-effective amendment, be 
granted and permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder that the authorization 
previously granted and permitted Ash Creek to make 
short-term borrowings from PSO to the extent of an 

aggregate amount not to exceed $12,500,000 and to 
expend such funds in fuel exploration and develop- 
ment programs be extended, effective forthwith, until 
December 31, 1978, subject to the proviso that any 
interest thereby acquired or developed be for the sole 
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purpose of providing for the fuel needs of 
Northeastern plants #’s 3 and 4 and subject further to 
the proviso that no transfers to Ash Creek of the coal 
interests remaining in PSO be made during this 
extension period. 


IT iS FURTHER ORDERED that jurisdiction be, and it 
hereby is, reserved with respect to the price of coal 
sold by Ash Creek to PSO and to ail other aspects of 
the application-declaration, as now amended, not 
specifically orclered herein. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20755/November 1, 1978 


In the Matter of 


OHIO POWER COMPANY 
301 Cleveland Avenue, S.W. 
Canton, Ohio 44701 


(70-6049) 


NOTICE OF PROPOSED EXTENSION OF SHORT- 
TERM BORROWING AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Ohio Power Company 
(“Ohio Power”), an electric utility subsidiary of 
American Electric Power Company, Inc., a registered 
holding company, has filed with this Commission a 
post-effective amendment to its application previously 
filed and amended pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Section 6(b) of the Act and Rules 50(a)(2) and 50(a)(5) 
promulgated thereunder as applicable to the proposed 
transactions. All interested persons are referred to the 
application, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transactions. 


By orders dated October 11, 1977, and August 21, 
1978 (HCAR Nos. 20206 and 20674), Ohio Power was 
authorized to issue short-term notes to banks and 
dealers in commercial paper and demand notes to 
bank trust departments through December 31, 1978, in 
the maximum principal amount of $137,000,000 out- 
standing at any one time, all such indebtedness to 
mature not later than June 30, 1979. 








@ 





By post-effective amendment Ohio Power requests 
that its borrowings authorization of $137,000,000 
pursuant to credit arrangements described below, be 
extended until December 31, 1979, any such 
indebtedness issued pursuant to such extension to 
mature not later than June 30, 1980. 


Concerning the credit arrangements, it is stated that 
Ohio Power has lines of credit with 67 banks in an 
aggregate amount of $305,565,000, with banks of 
three classes. Each note to be issued a Class | bank 
will mature not more than 270 days after the date of 
issuance or renewal thereof, and will be prepayable at 
any time without premium or penalty. Ohio Power’s 
credit arrangements with these banks require it to 
maintain compensating balances equal to a 
percentage of the line of credit made available by the 
bank plus a percentage of any amount actually 
borrowed (generally not in excess of 10% of the line 
of credit and 10% of the amount borrowed). In most 
cases Ohio Power maintains deposit balances for its 
operational and financial needs in amounts sufficient 
to satisfy any compensating balances required with 
respect to borrowings from such banks. Borrowings 
from a Class | bank would generally bear interest at an 
annual rate not greater than the bank’s prime 
commercial rate in effect from time to time. 


Each note to be issued a Class II bank will mature not 
more than 90 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. Ohio Power’s credit 
arrangements with these banks require it to maintain 
compensating balances of 5% of the line of credit and 
to pay a fee equal to 4% of the bank’s prime 
commercial rate then in effect on the size of the line. 
The combination of 5% compensating balances and a 
fee is generally equivalent to compensating balances 
not in excess of 10% of the line of credit made 
available. In addition, Ohio Power must pay interest at 
the rate of 108.5% of the bank’s prime commercial 
rate then in effect on the borrowings. It is stated that 
if the balances maintained and the fees paid by Ohio 
Power with and to the Class | and Il banks were 
maintained and paid solely to fulfill requirements for 
borrowings by Ohio Power, the effective annual 
interest cost under either such arrangement, assum- 
ing full use of the line of credit, would not exceed 
125% of the prime commercial rate in effect from time 
to time, or more than 12.50% on the basis of a prime 
commercial rate of 10%. 


With respect to the Class Ill banks, Ohio Power has a 
money market facitlity at each of two named banks in 
an aggregate amount of $25,000,000. These money 
market facilities do not represent a formal 
commitment or engagement by these banks to Ohio 
Power, but represent merely the ability of Ohio Power 
to request unsecured borrowings, in the form of 


promissory notes, on a case-by-case basis. These 
money market facilities are available for unsecured 
borrowings in domestic dollars and/or in Eurodollars 
for periods of up to 180 days after the date of 
issuance, and any such borrowings will be prepayable 
at any time without premium or penalty. No 
compensating balances are required. The interest rate, 
which is presently to be negotiated on a case-by-case 
basis (using a 360 day year), is pegged to either the 
London Interbank Offering Rate plus a designated 
percent, if the borrowings are made in Eurodollars, or 
to a designated percent of the bank’s prime rate, if the 
borrowings are made in domestic dollars. It is stated 
that interest rates on these notes will be lower than 
the effective interest rates for borrowings made from 
Class | and ll banks, including the effect of any 
compensating balances and fees paid. 


Ohio Power also has arrangements to issue com- 
mercial paper notes in denominations of not less than 
$50,000 nor more than $5,000,000. Such notes 
will be of varying maturities with no maturity more 
than 270 days after the date of issue, and will not be 
prepayable prior to maturity. The commercial paper 
notes will be sold directly by Ohio Power to Lehman 
Commercial Paper Incorporated (the “Dealer”’), at a 
discount rate not in excess of the discount rate per 
annum prevailing at the time of issuance for 
commercial paper of comparable quality and maturity. 
No commercial paper notes will be issued having a 
maturity of more than 90 days at an effective interest 
cost which exceeds the effective interest cost at 
which Ohio Power could borrow from banks. The 
Dealer will reoffer the commercial paper notes to not 
more than 200 of the Dealer’s customers identified 
and designated in a nonpublic list prepared by the 
Dealer in advance. It is expected that such customers 
of the Dealer will hold the commercial paper notes to 
maturity, but, if any such customer wishes to resell 
such commercial paper prior to maturity, the Dealer, 
pursuant to a verbal repurchase agreement, will 
repurchase such commercial paper sold by it and 
reoffer it to other customers on its nonpublic list. 


Ohio Power also has arrangements to issue demand 
notes to the trust departments of the Cleveland Trust 
Company, Cleveland, Ohio, and the Fidelity Bank, 
Philadelphia, Pennsylvania, in the maximum amounts 
of $10,000,000 and $20,000,000, respectively. It is 
stated that the bank trust departments have a flow of 
funds, as fiduciary for various accounts, which would 
be available for investment in such demand notes. 
These demand notes will be in denominations of not 
less than $1,000 and will bear interest at a rate 
equivalent to not more than the sum of %% and the 
highest rate paid daily by General Motors Acceptance 
Corporation on its commercial paper with a maturity 
of less than 180 days. Notes issued from January 1 to 
June 30 will mature July 1 of the same year and those 
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issued from July 1 to December 31 will mature on 
January 1 of the following year. the bank trust depart- 
ments will have the right to demand payment at any 
time, and Ohio Power wil! have the right to repay, 
without penalty, all or any part of the principal 
amount of such demand notes outstanding. 


The proceeds from the issue and sale of the notes will 
be issued by Ohio Power to reimburse its treasury for 
past expenditures made in connection with its 
construction program and to pay part of the cost of its 
future construction program. Such construction 
expenditures for the years of 1978 and 1979 are 
estimated at approximately $197,000,000 and $239, 
000,000, respectively, exclusive of the cost of the 
construction program of its subsidiary, Ohio Electric 
Company. Estimates of this subsidiary’s construction 
expenditures for the years 1978 and 1979 are approxi- 
mately $8,000,000 and $2,000,000, respectively. 


Ohio Power claims exception from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance of notes to banks and demand notes to bank 
trust departments pursuant to paragraph (a)(2) 
thereof. Applicant also requests exception from the 
competitive bidding requirements of Rule 50 for the 
proposed issue and sale of its commercial paper 
pursuant to paragraph (a)(5) thereof. 


The fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by 
amendment. It is stated that no state commission and 
no federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 28, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application, as amended by said post-effective 
amendment, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by maii 
upon the applicant at the above stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application, as 
amended by said post-effective amendment, or as it 
may be further amended, may be granted as provided 
in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may 
grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it 
may deem appropriate. Persons who request a hearing 
or advice as to whether a hearing is ordered will 
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receive any notices and orders issued in this matter, 
including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20756/November 1, 1978 


In the Matter of 


APPALACHIAN POWER COMPANY | 
40 Franklin Road 
Roanoke, Virginia 24009 


(70-6039) 


NOTICE OF PROPOSED EXTENSION OF SHORT- 
TERM BORROWING AUTHORIZATION 


NOTICE IS HEREBY GIVEN that Appalachian Power 
Company (“Appalachian”), an electric utility subsid- 
iary company of American Electric Power Company, 
Inc., a registered holding company, has filed with this 
Commission a post-effective amendment to its 
application previously filed and amended in this 
matter pursuant to the Public Utility Holding 
Company Act of 1935 (“Act”), designating Section 
6(b) of the Act and Rules 50(a)(2) and 50(a)(5) promul- 
gated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the 
application, as amended by said post-effective 
amendment, which is summarized below, for a 
complete statement of the proposed transactions. 


By order dated September 30, 1977 (HCAR No. 20191), 
Appalachian was authorized to issue and sell short- 
term notes and commercial paper through December 
31, 1978, in an aggregate amount not to exceed 
$175,000,000 outstanding at any one time, such 
indebtedness to mature not later than June 30, 1979. 
By order dated September 8, 1978 (HCAR No. 20702), 
the borrowing authorization was increased to 
$200,000,000 outstanding at any one time. 


By post-effective amendment Appalachian requests 
that its borrowing authorization, pursuant to the credit 
arrangements described below, of $200,000,000 be 
extended from December 31, 1978, to December 31, 
1979, all such indeptedness issued thereunder to 
mature not later than June 30, 1980. 
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Concerning the credit arrangements, it is stated that 
Appalachian has lines of credit with 78 banks which 
total $319,000,000. For purposes of borrowing, these 
banks are of three classes. Each note to be issued to 
a Class | bank will mature not more than 270 days 
after the date of issuance or renewal thereof, and will 
be prepayable at any time “without premium or 
penalty. Appalachian’s credit arrangements with these 
banks require it to maintain compensating balances 
equal to a percentage of the line of credit made 
available by the bank plus a percentage of any amount 
actually borrowed (generally not in excess of 10% of 
the line of credit and 10% of the amount borrowed). In 
most cases Appalachian maintains deposit balances 
for its operational and financial needs in amounts 
sufficient to satisfy any compensating balances 
required with respect to borrowings from such banks. 
Borrowing from a Class | bank would generally bear 
interest at an annual rate not greater than the bank’s 
prime commercial rate in effect from time to time. 


Each note to be issued to a Class II bank will mature 
not more than 90 days after the date of issuance or 
renewal thereof, and will be prepayable at any time 
without premium or penalty. Appalachian’s credit 
arrangements with these banks require it to maintain 
compensating balances of 5% of the line of credit and 
to pay a fee equal to 4% of the bank’s prime commer- 
cial rate then in effect on the size of the line. The Com- 
bination of 5% compensating balances and a fee is 
generally equivalent to compensating balances not in 
excess of 10% of the line of credit made available. In 
addition, Appalachian must pay interest at the rate of 
108.5% of the bank’s prime commercial rate then in 
effect on the borrowings. It is stated that if the 
balances maintained and the fees paid by Appalachian 
with and to the Class | and Il banks were maintained 
and paid soley to fulfill requirements for borrowings by 
Appalachian, the effective annual interest cost under 
either such arrangement, assuming fuil use of the line 
of credit, would not exceed 125% of the prime 
commercial rate in effect from time to time, or not 
more than 12.5% on the basis of a prime commercial 
rate of 10.00%. 


With respect to the Class III banks, Appalachian has a 
money market facility at each of two named banks in 
an aggregate amount of $25,000,000. These money 
market facilities do not represent a _ formal 
commitment or engagement by these banks to 
Appalachian, but represent merely the ability of 
Appalachian to request unsecured borrowing, in the 
form of promissory notes, on a case-by-case basis. 
These money market facilities are available for 
unsecured borrowings in domestic dollars and/or 
in Eurodollars for periods of up to 180 days after the 
date of issuance, and any such borrowings will be 
prepayable at any time without premium or penalty. 
No compensating balances are required. The interest 


rate, which is presently to be negotiated on a case-by- 
case basis (using a 360 day year), is pegged to either 
the London Interbank Offering Rate plus a designated 
percent, if the borrowings are made in Eurodollars, or 
to a designated percent of the bank’s prime rate, if the 
borrowings are made in domestic dollars. It is stated 
that interest rates on these notes will be lower than 
the effective interest rates for borrowings made from 
Class | and Il banks, including the effect of any 
compensating balances and fees paid. 


Appalachian also proposes to issue commercial paper 
in the form of promissory notes in denominations of 
not less than $50,000 nor more than $5,000,000 which 
will be of varying maturities, with no maturity more 
than 270 days after the date of issue and none will be 
prepayable prior to maturity. The commercial paper 
notes will be sold directly by Appalachian to Lehman 
Commercial Paper Incorporated (the “Dealer”) at a 
discount rate not in excess of the discount rate per 
annum prevailing at the time of issuance for commer- 
cial paper of comparable quality and maturity. No 
commercial paper notes will be issued having a 
maturity of more than 90 days if such commercial 
paper notes would have an effective interest cost 
which exceeds the effective interest cost at which 
Appalachian could borrow from banks. The Dealer will 
reoffer the commercial paper notes to not more than 
200 of the Dealer’s customers identified and desig- 
nated in a nonpublic list prepared by the Dealer in 
advance, at a discount rate of 1/8 of 1% per annum 
less than the discount rate to Appalachian. It is 
expected that such customers of the Dealer will hold 
the commercial paper prior to maturity, but, if any 
such customer wishes to resell such commercial 
paper prior to maturity, the Dealer, pursuant to a 
verbal repurchase agreement, will repurchase such 
commercial paper sold by it and reoffer it to other 
customers on its nonpublic list. 


The proceeds from the issue and sale of the notes will 
be used by Appalachian to reimburse its treasury for 
past expenditures made in connection with its 
construction program and to pay part of the cost of its 
future construction program. Such construction 
expenditures for the years 1978 and 1979 are 
estimated at approximately $314,000,000 and 
$371,000,000, respectively. 


Appalachian claims exception from the competitive 
bidding requirements of Rule 50 for the proposed 
issuance of notes to banks pursuant to paragraph 
(a)(2) thereof. Additionally, Appalachian requests 
exception from the competitive bidding requirements 
of Rule 50 for the proposed issue and sale of its 
commercial paper pursuant to paragraph (a)(5) 
thereof. 


The fees and expenses to be incurred in connection 
with the proposed transactions will be supplied by 
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amendment. It is stated that the State Corporation 
Commission of Virginia has jurisdiction over the 
proposed transactions and that no other state 
commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 28, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by said application, as amended by said post-effective 
amendment, which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney 
at law, by certificate) should be filed with the request. 
At any time after said date, the application, as 
amended, or as it may be further amended, may be 
granted as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20757/November 1, 1978 


In the Matter of 

FALL RIVER ELECTRIC LIGHT COMPANY 
MONTAUP ELECTRIC COMPANY 

Fall River, Massachusetts 

(70-6093) 


ORDER AUTHORIZING INCREASE IN SHORT-TERM 
BORROWING AUTHORIZATION 
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Fall River Electric Light Company (‘Fall River’) and 
Montaup Electric Company (“Montaup”), both electric 
utility subsidiaries of Eastern Utilities Associates, a 
registered holding company, have filed with this 
Commission a post-effective amendment to their 
application-declaration previously filed and amended 
in this matter pursuant to Sections 6(a)(1), 7 and 12(c) 
of the Public Utility Holding Company Act of 1935 
(“Act”) and Rules 42(b)(2) and 50(a)(2) promulgated 
thereunder concerning the following proposed trans- 
action. 


By order dated December 22, 1977 (HCAR No. 20355), 
Fall River and Montaup were authorized to make 
borrowings from banks through December 26, 1978, in 
the amounts of $5,850,000 and $21,600,000, 
respectively. By post-effective amendment Montaup 
requests that its borrowing authorization be increased 
to $32,300,000 through December 26, 1978. It is stated 
that such increase is necessary due to an increase in 
Montaup’s estimated construction expenditures and 
the postponement of previously contemplated long- 
term financing of Montaup. 


With respect to such notes to banks for which 
compensating balances of 20% are required, the 
notes will bear interest at not in excess of the prime 
or base rate in effect on the date of issuance or from 
time to time. With respect to such notes to banks for 
which no compensating balances are required, the 
notes will bear interest at not in excess of an effective 
rate derived from the prime or base rate in effect on 
the date of issuance, or from time to time, together 
with an assumed compensating balance of 20%. All 
notes will provide for prepayment in whole or in part 
without penalty. Based on a prime rate of 912%, the 
effective cost of money would be 11.9%. 


Proceeds from the borrowings will be used for 
construction expenditures, for meeting compensating 
balance requirements of lending banks, and to pay 
short-term debt at or before maturity through 
December 26, 1978. Construction expenditures for Fall 
River and Montaup for the 12 month period ending 
December 26, 1978, are estimated at $2,426,000 and 
$19,062,000, respectively. It is stated that the 
proposed issuance of notes is exempted from the 
competitive bidding requirements of Rule 50 pursuant 
to Rule 50(a)(2). 


There are no additional fees or expenses to be 
incurred in connection with the proposed transaction. 
No state commission and no federal commission, 
other than this Commission, has jurisdiction over the 
proposed transaction. 


Due notice of the filing of said post-effective amend- 
ment to the application-declaration has been given in 
the manner prescribed in Rule 23 promulgated under 
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the Act (HCAR No. 20714), and no hearing has been 
requested of or ordered by the Commission. Upon the 
basis of the facts in the record, it is hereby found that 
the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings 
are necessary; and that it is appropriate in the public 
interest and in the interest of investors and 
consumers that said application-declaration, as 
amended, be granted and permitted to become 
effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said 
application-declaration, as amended by said post- 
effective amendment, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act, except that certificates 
thereunder shall be filed quarterly. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20758/November 1, 1978 


In the Matter of 


OHIO POWER COMPANY 
Canton, Ohio 


CENTRAL OHIO COAL COMPANY 
Cumberland, Ohio 


(70-6181) 


ORDER AUTHORIZING BANK BORROWING BY 
SUBSIDIARY COAL COMPANY 


Ohio Power Company (“Ohio”), an electric utility 
subsidiary of American Electric Power Company, Inc., 
a registered holding company, and Central Ohio Coal 
Company (“COCO”), a coal mining subsidiary of 
Ohio, have filed with this Commission an application- 
declaration and an amendment thereto pursuant to 
Sections 6, 7 and 12 of the Public Utility Holding 
Company Act of 1935 (“Act”) concerning the following 
proposed transactions. 


COCO was organized in 1946 for the purpose of 
conducting surface mining operations on behalf of 
Ohio. COCO operates three mines owned by Ohio in 


Morgan, Muskingum and Noble Counties, Ohio; and 
its total output is utilized by Ohio’s Muskingum River 
Generating Station. It is stated that the Muskingum 
Mine has produced coal at an annual level of 3.0 to 3.2 
million tons, but that to meet environmental 
standards which become effective in 1979, 2.3 to 2.5 
million annual tons will be required. It is further 
Stated that unless new equipment is acquired, 
production will drop to 1.4 million annual tons by 
1981. It was determined that a 110 cubic yard draaline, 
to remove overburden, would be an appropriate 
mining machine to help avoid a drop in annual 
production below 2.3 to 2.5 million tons. Additionally, 
a 23 cubic yard shovel is required to load uncovered 
coal, and moveable electric substations are required 
to support these mining machines. On December 15, 
1977, Ohio acquired one Marion (Mode! 8750) 110 
cubic yard dragline (“Dragline”) from AMAX, Inc. for 
$18,742,000. Since the Dragline was delivered 
unassembled, Ohio is entering into a contract for the 
erection of the Dragline (“Erection Contract”). 


It is currently estimated that the total erected cost of 
the Dragline will be $27,000,000. Ohio also contracted 
to purchase one Bucyrus-Erie (Model 295) 23 cubic 
yard shovel (“Shovel”), having an approximate cost of 
$2,000,000 and two 138/22.9 kVA skid mounted 
substations and related electrical support equipment 
for the Dragline (“Electrical Support Equipment”), 
having an approximate cost of $1,000,000. 


It is proposed that Ohio sell the Dragline to COCO, 
which will reimburse Ohio for the amount expended 
by Ohio to acquire the Dragline. Ohio will also assign 
the Erection Contract and the contract for the Electri- 
cal Support Equipment to COCO, and COCO will pay 
for the erection of the Dragline and for the purchase of 
the Electrical Support Equipment. The Commission, 
by order of August 7, 1978, in File No. 70-6157 (HCAR 
No. 20660), has authorized the assignment of the 
Shovel by Ohio to Girard Bank as trustee under a trust 
for the benefit of C.I.T. Corporation, a wholly-owned 
subsidiary of C.I.T. Financial Corporation, and the 
leaseback of the Shovel to COCO. 


To finance the acquisition and erection of the Dragline 
and the acquisition of the Electrical Support Equip- 
ment for the Dragline, COCO proposes to enter into a 
Credit Agreement with Irving Trust Company pursuant 
to which COCO may borrow an aggregate principal 
amount not to exceed $30,000,000 outstanding at any 
one time. These borrowings will be evidenced by a 
Note or Notes issued by COCO to Irving Trust 
Company. Each Note will represent the obligation of 
COCO to pay Irving Trust Company the unpaid 
amount of the loan made by Irving Trust Company 
pursuant to such Note, together with interest thereon 
as set forth below. Each Note is to be dated as of the 
date of the loan evidenced thereby. Borrowings may 
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be made from time to time on or after the date of 
execution of the Credit Agreement will be due and 
payable on February 29, 1980. Each Note will bear 
interest from the date thereof on the principal amount 
thereof from time to time at an annual rate of interest 
equal to 105% of the prime rate of Irving Trust 
Company in effect from time to time. Each Note will 
be prepayable by COCO at any time without premium 
or penalty. In the event that the Indenture, dated as of 
February 15, 1946, between COCO and Ohio (“Coal 
Supply Agreement”) shall cease to be fully enforce- 
able by COCO in accordance with its terms or in the 
event a regulatory body with jurisdiction in the 
premises shall initiate proceedings directed at the 
termination of the Coal Supply Agreement, COCO 
shall, within ninety days thereafter, prepay in full each 
and every Note issued pursuant to the Credit Agree- 
ment. 


It is further stated that subject to the receipt of 
regulatory approval, COCO will pay to Irving Trust 
Company a commitment fee for the period from July 
1, 1978, to, but not including, February 29, 1980, or 
such earlier date as of which the Credit Agreement 
may be terminated pursuant to the terms thereof, 
computed at the rate of % of 1% per annum on an 
amount equal to the difference between $19,000,000 
and the aggregate amount of borrowings outstanding 
from time to time; provided, however, that no 
commitment fee will accrue in the event the aggregate 
amount of borrowings outstanding from time to time 
shall equal or exceed $19,000,000. 


It is stated that borrowings pursuant to the Credit 
Agreement will be made in contemplation of a sale- 
leaseback transaction involving the Dragline, the 
Shovel and the Electrical Support Equipment for the 
Dragline, which transaction is the subject of the 
application in File No. 70-6157, supra. 


It is further stated that as an inducement to Irving 
Trust Company to make loans to COCO pursuant to 
the Credit Agreement, Ohio proposes to give to Irving 
Trust Company a letter (“Letter Agreement”) advising 
Irving Trust Company (1) that, while any such loans 
are oustanding, Ohio intends to maintain 100% voting 
control of the capital stock of COCO and to continue 
to own the coal lands mined by COCO, (2) that any 
such loans are to be made in contemplation of a sale- 
leaseback transaction involving the Dragline, the 
Shovel and the Electrical Support Equipment for the 
Dragline, the proceeds of which sale-leaseback 
transaction would be used to repay any such loans, 
and (3) that, if such sale-leaseback transaction is not 
consummated, COCO would repay any such loans 
with funds supplied to COCO by Ohio pursuant to the 
Coal Supply Agreement. 


The fees and expenses, exclusive of commitment 
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fees, to be incurred in connection with the proposed « 
transactions are estimated at $6,000, including legal \ ) q 
fees of $2,000. No state commission and no federal 
commission, other than this Commission, has juris- 

diction over the proposed transaction. 


Due notice of the filing of said application-declaration 
has been given in the manner prescribed in Rule 23 
promulgated under the Act (HCAR No. 20724), and no 
hearing has been requested of or ordered by this 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted 
and permitted to become effective forthwith, subject 
to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 
f 
George A. Fitzsimmons LY 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20759/November 1,1978 


In the Matter of 


INDIANA & MICHIGAN POWER COMPANY 

c/o AMERICAN ELECTRIC POWER SERVICE 
CORPORATION 

New York, New York 


INDIANA & MICHIGAN ELECTRIC COMPANY 
Fort Wayne, Indiana 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 


(70-5925) 


ORDER AUTHORIZING AMENDMENTS TO NUCLEAR i] 
FUEL LEASES 











‘ 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, Indiana & Michigan 
Electric Company (“I&ME”), an electric utility subsidi- 
ary of AEP, and Indiana & Michigan Power Company 
(“l&MP”), an electric generating subsidiary company 
of I&ME, have filed with this Commission 
post-effective amendments to° their application- 
declaration previously filed and amended pursuant to 
Sections 9(a), 10 and 12 of the Public Utility Holding 
Company Act of 1935 (“Act”) concerning the following 
proposed transactions. 


By prior order in this proceeding (HCAR No. 19950, 
March 21, 1977), |&ME was authorized to assign its 
right, title and interest in a nuclear material lease 
(“1971 Lease”) to 1&MP, without limiting or affecting 
1&ME’s obligation under the 1971 Lease. The nuclear 
material was for use at Unit 1 of |&MP’s Donald C. 
Cook Nuclear Plant (“Cook Plant”). The order also 
permitted 1&MP to enter another lease (“1977 Lease”) 
for nuclear material to be used at Unit 2 of the Cook 
Plant, with AEP executing a guaranty as to |&MP’s 
obligations under the 1977 Lease. The Lessor in both 
Leases is PruLease, Inc. (“PruLease’”’), a subsidiary of 
Pruco, Inc., which is a holding company subsidiary of 
Prudential Insurance Company of America. 


It is proposed that the 1971 and 1977 Leases be 
amended and restated as follows. The principal 
amendments to the 1971 Lease would (a) increase the 
maximum permitted unrecovered Acquisition Cost of 
PruLease, at any one time, from $43,500,000 to 
$75,000,000, (b) modify the formula for the calculation 
of rent so that (i) for nuclear material placed under 
lease subsequent to the effective date of the proposed 
post-effective amendment, that portion of rent which 
is based on money market rates will be at a rate equal 
to 1-%2% plus the rate on PruLease commercial paper 
(as opposed to the present rate of 1-%% plus the 
higher of (A) the prime rate or (B) the rate on 
PruLease commercial paper) and (ii) there shall be 
included in the calculation of rent a non-usage fee 
equal to 1% per annum on the excess of the 
maximum permitted unrecovered Acquisition Cost 
over the average daily balance of the Stipulated 
Casualty Value of all nuclear material under lease, (c) 
delete the option on the part of the 1&MP to purchase 
the nuclear material for its fair market value or the 
Stipulated Casualty Value, whichever is greater, upon a 
termination of the Lease,and provide instead in that 
event for the payment by I&MP to the Lessor of an 
amount equal to the Stipulated Casualty Value, 
whereupon PruLease is to release to I&MP all of 
PruLease’s right, title and interest in the Nuclear 
Material, and (d) effect certain other modifications of 
the text of the 1971 Lease. It is stated that the 
changes to the 1971 Lease described in terms (c) and 
(d) above will have the effect of conforming the terms 
of the 1971 Lease to the terms of the 1977 Lease. It is 


stated that the increase in the amount of maximum 
permitted unrecovered Acquisition Cost which may be 
outstanding at any one time is deemed desirable in 
light of increased costs for nuclear material and the 
revision of the rent formula is deemed desirable 
inasmuch as it is anticipated to result in lower rent. 
1&ME will consent to the amendment and restatement 
and remain responsible for performance under the 
1971 Lease. 


The principal amendments to the 1977 Lease would 
(a)increase the maximum permitted unrecovered 
Acquistion Cost of PruLease, at any one time, from 
$55,000,000 to $100,000,00 and (b) change the formula 
for the calculation of rent so that it is identical with 
the formula on the 1971 Lease. It is stated that the 
increase in the maximum permitted unrecovered 
Acquisition Cost and the revision of the rent formula 
are deemed desirable for the same reasons as in the 
case of the amendments of the 1971 Lease. AEP will! 
agree to an amendment of its guaranty of the 1977 
Lease. 


The fees and expenses to be incurred in connection 
with the proposed transactions are estimated at 
$238,680, including legal fees of $37,430 and closing 
costs of PruLease of $191,250. The Michigan Public 
Service Commission and the Public Service Commis- 
sion of Indiana have authorized the proposed transac- 
tions. No other state commission and no federal 
commission, other than this Commission, has juris- 
diction over the proposed transactions. 


Due notice of the filing of said post-effective 
amendments to the application-declaration has been 
given in the manner prescribed in Rule 23 promul- 
gated under the Act (HCAR No. 20727), and no 
hearing has been requested of or ordered by the 
Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable 
standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; 
and that it is appropriate in the public interest and in 
the interest of investors and consumers that said 
application-declaration, as amended, be granted and 
permitted to become effective: 


IT iS ORDERED, pursuant to the applicable provisions 
of the Act and rules thereunder, that said application- 
declaration, as amended by said post-effective 
amendments, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


SEC DOCKET/43 





George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 20760/November 1, 1978 


In the Matter of 


NORTHWEST UTILITIES SERVICE COMPANY 
Selden Street 
Berlin, Connecticut 06037 


(70-6220) 


NOTICE OF PROPOSED SALE AND LEASEBACK OF 
COMPUTER EQUIPMENT 


NOTICE IS HEREBY GIVEN that Northeast Utilities 
Service Company (“NUSCO”), a service company 
subsidiary of Northeast Utilities, a registered holding 
company, has filed an application-declaration with 
this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“Act”), designating 
Sections 9(a), 10 and 12(d) of the Act as applicable to 
the proposed transaction. All interested persons are 
referred to the application-declaration, which is 
summarized below, for a complete statement of the 
proposed transaction. 


NUSCO, in connection with its obligation to provide 
central dispatching and other services for the New 
England Power Pool (“NEPOOL”), proposes to lease 
up to approximately $1,450,000 worth of data 
processing equipment which together with the related 
software will comprise the basis for a new automated 
dispatching system to be installed at the New 
England Power Exchange (“NEPEX”), the central 
dispatching exchange for NEPOOL. NEPEX is located 
at the headquarters of Western Massachusetts 
Electric Company, an associate company of NUSCO, 
in West Springfield, Massachusetts. NUSCO’s obliga- 
tion to provide the services (including dispatching 
services) required for the operation and maintenance 
of NEPEX and other miscellaneous services for 
NEPOOL are described in the Service Agreement 
between Northeast Utilities Service Company and the 
Participants Under the New: England Power Pool 
Agreement dated as of October 1, 1972 (“Service 
Agreement’’). NUSCO has been providing such 
services since 1970. 


The new NEPEX system will replace an existing 
computerized dispatching system having more limited 
capabilities. NUSCO expects that the equipment will 
be delivered by the manufacturers to NEPEX in 
November, 1978 and, after a short testing period, will 
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become available for use in the development of soft- 
ware for the system later that month. Software 
development is expected to be completed and the new 
dispatching system put into service in the Fall of 
1979. The software for the system is not included in 
the proposed lease. That portion of the system which 
will be leased pursuant to the proposed transaction is 
hereafter referred to as the “System.” 


Under the proposed transaction, which is being 
arranged by New England Merchants Leasing 
Corporation, NUSCO will enter into an Agreement and 
Lease (“Lease Agreement”) with Mellon National 
Leasing Company (“Lessor”). Pursuant to the Lease 
Agreement and prior to putting any part of the System 
into service, NUSCO will either arrange for the Lessor 
to acquire such part from the vendor or will itself 
purchase such part and resell it to the Lessor. In the 
latter case, NUSCO will be reimbursed, in cash, for all 
of its estimated investment with respect to the 
System prior to the Lessor’s taking of title. The Lessor 
will hold title to the System and when the System is 
delivered to and accepted by the Lessor, the Lessor 
will simultaneously lease back the System to NUSCO 
pursuant to the Lease Agreement. The term of the 
lease will commence in November, 1978 and will 
extend for seven years, with NUSCO having a right to 
purchase the System on a fair market value basis at 
the expiration of the lease term. If NUSCO does not 
purchase the System at the end of the lease term, the 
System will be returned to the Lessor. It is expected 
that NUSCO will assign the benefits of the Service 
Agreement to the Lessor insofar as the provisions of 
the Service Agreement permit NUSCO to be reim- 
bursed by the participants in NEPOOL for the rental 
costs for the System. The lease will be a “net lease” 
in that NUSCO will assume all costs of operating and 
maintaining the System, including the payment of 
taxes and insurance. 


The average annual rental, which will be payable by 
NUSCO in eighty-four equal monthly amounts, will be 
approximately 16.3% of the Lessor’s cost for the 
System. In terms of annual interest costs, the average 
simple interest rate thereof to NUSCO embodied in 
the rentals will be approximately 6.1% per annum. 
These rental payments are premised upon the availa- 
bility of certain tax benefits to the Lessor. In the event 
that any of the premises prove to be incorrect or 
unavailable, the lease rentals wil! be adjusted upwards 
so that the hypothetical after-tax yield on which the 
lease rentals are based will be maintained. As long as 
NUSCO is not in default under the lease, it shall be 
entitled to the exclusive possession, use and quiet 
enjoyment of the System during the term of the lease. 


NUSCO, in connection with the above-described 
transaction, herewith requests Commission approval 
to sell and lease back up to approximately $1,450,000 
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of data processing equipment comprising the System. 
The dollar amount reflects that, in addition to the cost 
of the various components of leased equipment, the 
Lessor’s cost may include additional amounts for 
transportation and other costs which amounts have 
not yet been finally determined. 


The proposed transaction will allow NUSCO to obtain 
under favorable terms up to approximately $1,450,000 
of equipment necessary to fulfill its obligation for 
providing dispatching services for NEPOOL. NUSCO 
states that the net lease approach is the most reason- 
able and least expensive method now available to it 
for the acquisition of the equipment. It is further 
stated that if NUSCO were to purchase the System 
using its conventional financing methods i.e. through 
borrowings from its parent, Northeast Utilities, at the 
prevailing prime interest rate plus one-quarter percent, 
the annual cost to the Applicant would be signifi- 
cantly higher than the approximately 6.1% for the 
rental charge. 


The reduction in costs to NUSCO will, in turn, benefit 
the NEPOOL participants which are obligated under 
the Service Agreement to reimburse NUSCO’s rental 
costs. 


A statement of the fees, commissions and expenses 
to be incurred by NUSCO in connection with the 
proposed transaction will be filed by amendment. It is 


«WY stated that no state or federal commission, other than 


this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 24, 1978, 
request in writing that a hearing be held on such 
matter, stating the nature of his interest, the reasons 
for such request, and the issues of fact or law raised 
by the filing which he desires to controvert; or he may 
request that he be notified if the Commission should 
order a hearing thereon. Any such request should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail 
upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed 
with the request. At any time after said date, the 
application-declaration, as filed or as it may be 
amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules 
and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as 
provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 


Oo’ will receive any notices or orders issued in this 


matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Corporate 
Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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TRUST INDENTURE ACT OF 1939 
Release No. 516/November 1, 1978 


The Securities and Exchange Commission has issued 
an order on an application by Imperial Chemical 
Industries Limited (“Imperial”) and Union Pacific 
Corporation (“UP”) pursuant to Section 310(b)(1)(ii) of 
the Trust Indenture Act of 1939 (the “Act”) declaring 
that the trusteeship of Morgan Guaranty Trust 
Company of New York (“Morgan”) under four inden- 
tures which are qualified under the Act, two of which 
relate to securities which have been guaranteed by 
UP and under two new indentures which are not quali- 
fied under the Act which relate to securities issued by 
a partnership and a corporation, both of which are 
ultimately controlled 37-12% by Imperial, 37-12% by 
UP, and 25% by a Belgian corporation, is not so likely 
to involve a material conflict of interest as to make it 
necessary in the public interest or for the protection 
of investors to disqualify Morgan from acting as 
trustee under any of the indentures. 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10454/October 27, 1978 


In the Matter of 

THE MEDIA INVESTMENT COMPANY 

100 Central Trust Tower 

Cincinnati, Ohio 45202 

(811-493) 

NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR AN ORDER 


DECLARING THAT COMPANY HAS CEASED TO BE 
AN INVESTMENT COMPANY 
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NOTICE IS HEREBY GIVEN that The E.W. Scripps 
Company (“Applicant”), the survivor through statutory 
merger of the Media Investment Company (‘‘Media”), 
has filed an application on August 4, 1978, and an 


amendment thereto on September 26, 1978, 
pursuant to Section 8(f) of the Investment Company 
Act of 1940 (“Act”) for an order of the Commission 
declaring that Media has ceased to be an investment 
company as defined by the Act. Media, formerly’ an 
Ohio Corporation, is registered under the Act as a 
closed-end, non-diversified investment management 
company. All interested persons are referred to the 
application on file with the Commission for a state- 
ment of the representations contained therein, which 
are summarized below. 


The Applicant states that Media registered under the 
Act on March 7, 1945, and has issued only common 
stock, such stock having been traded in the over the 
counter market. The Applicant further states that, 
prior to its statutory merger with Media (described 
below), Media had 583,268 of such shares, $1.00 par 
value per share, outstanding, and that those shares 
were held of record by approximately 1,750 share- 
holders. 


According to the application, Media’s Board of 
Directors recommended to its shareholders that it be 
merged with and into Applicant (also an Ohio 
Corporation). The shareholders of Media approved the 
merger transaction at their annual meeting on July 12, 
1978; the merger was effected, according to Appli- 
cant, on July 27, 1978, and in accordance with an 
order of the Commission which, inter alia, exempted 
the merger from the provisions of Section 17(a) of the 
Act (Investment Company Act Release No. 10300, 
June 30, 1978). According to Ohio law, (Section 
1701.82, Ohio Revised Code) Media’s separate 
existence ceased at the time of the effectiveness of 
the merger. 


Applicant states that, according to the terms of the 
Agreement of Merger (“Agreement”), upon effective- 
ness of the merger each share of Media’s stock was 
converted into the right to receive $58 in cash in 
exchange for tender of each such share to the 
Liquidating Trustee, The First National Bank of 
Cincinnati, and that Applicant deposited funds to the 
Liquidating Trust (“Trust”) in accordance with terms 
of the Agreement. Applicant asserts that, as of 
September 8, 1978, $3,441,140 remained on deposit 
with the Liquidating Trustee, and that said sum was in 
respect of 59,330 common shares of Media stock 
owned by 327 former Media shareholders. The 
application further states that among those share- 
holders are 13 former Media shareholders who have 
become dissenting shareholders to the merger in 
accordance with Section 1701.85 of the Ohio Revised 
Code and have demanded “fair cash value” for their 
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shares. Applicant also asserts that an additional 
seven former Media shareholders dissented to the 
merger as of the close of business on July 27, 1978, 
the effective date of the merger, and that Applicant 
currently holds, in accordance with the terms of the 
Agreement, $396,430 in respect of the 6,835 common 
Media shares held by those seven dissenting Media 
shareholders. That sum, together with the funds held 
by the Liquidating Trustee as described above, is in 
the aggregate less than 12% of the merger proceeds. 
According to the application, should any funds in the 
hands of Liquidating Trustee remain undistributed and 
unclaimed after a period of five years from the 
commencement of the Trust, then those funds shall 
escheat to the State of Ohio pursuant Ohio law. The 
application further states that in no instance shall any 
of the funds in said Trust ever revert to the Applicant. 
If, one year following the date of the shareholders’ 
approval of the merger, the dissenting shareholders 
have not been satisfied, the application states that 
Applicant will transfer to The First National Bank of 
Cincinnati, as escrow agent, such amount as is 
necessary to pay any outstanding dissenters’ claims, 
such amount to be no less than $58 per dissenting 
share. Applicant further states that it will be obligated 
to pay any dissenting shareholder the amount by 
which his claim exceeds the $58 per share, should a 
court of competent jurisdiction find the fair cash value 
to exceed $58 per share. 


The application states that the Liquidating Trust 
agreement required the Liquidating Trustee to make 
an initial mailing to each former Media shareholder 
consisting of forms to instruct such shareholders how 
to surrender their certificates representing Media 
shares, together with all necessary transmittal forms. 
According to the application, the Liquidating Trustee 
has advised Applicant that it anticipates a second 
mailing to the former shareholders of Media who have 
not surrendered their shares for cash, and Applicant 
has arranged with the Liquidating Trustee to receive 
monthly lists of former Media shareholders who have 
not tendered their shares. Applicant states that it will 
attempt to discover the present whereabouts of such 
former shareholders, if other than record addresses, 
for the purpose of enabling the Liquidating Trustee to 
send duplicate stock transmittal documents to their 
current addresses. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, upon application, finds that a 
registered investment company has ceased to be an 
investment company, it shall so declare by order, and 
that, upon the effectiveness of such order, the 
registration of such company shall cease to be in 
effect. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 21, 1978, at 5:30 
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p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon.Any such communication should be address- 
ed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall 
be served personally or by mail upon Applicant at the 
address stated above. Proof of such service (by 
affidavit or, in the case of an attorney-at-law, by 
certificate) shall be filed contemporaneously with the 
request. As provided by Rule 0-5 of the Rules and 
Regulations promulgated under the Act, an order 
disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10455/October 27, 1978 


In the Matter of 


INSURED MUNICIPALS-INCOME TRUST 
INVESTOR’S CORPORATE-INCOME TRUST 


INVESTOR’S GOVERNMENTAL SECURITIES- 
INCOME TRUST 


VAN KAMPEN SAUERMAN, INC. 
DAIN, KALMAN & QUAIL, INC. 


c/o VAN KAMPEN SAUERMAN, INC. 
208 South La Saile Street 
Chicago, Illinois 60604 


(812-4226) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER AMENDING A PREVIOUS ORDER GRANTING 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT PURSUANT TO SECTION 6(c) OF 


THE ACT AND PERMITTING AN OFFER OF 
EXCHANGE PURSUANT TO SECTION 11 OF THE ACT 


NOTICE IS HEREBY GIVEN that Insured Municipals- 
Income Trust (the “Municipal Fund’), Investors’ 
Corporate-Income Trust (the “Corporate Fund”), and 
Investors’ Governmental Securities-Income Trust (the 
“Governmental Fund”), registered under the invest- 
ment Company Act of 1940 (“Act”) as unit investment 
trusts (collectively referred to herein as the “Funds”), 
their sponsor, Van Kampen Sauerman, Inc., and a 
co-sponsor of the Corporate Fund, Dain, Kalman & 
Quail, Inc. (collectively referred to as the 
“Applicants”), filed an application on September 22, 
1978, and an amendment thereto on October 26, 1978, 
requesting an order of the Commission amending in 
the manner described below an earlier order of the 
Commission date October 17, 1978, (Investment 
Company Act Release No. 10442), which earlier order 
amended an order of the Commission dated January 
31, 1978 (Investment Company Act Release No. 10109). 
These orders pursuant to Section 6(c) of the Act 
exempted from the provisions of Section 22(d) of the 
Act the offer and sale of units of the Funds pursuant to 
a conversion option (the ‘“Plan”), and pursuant to 
Section 11 of the Act permitted the Funds to offer their 
units at net asset value plus a fixed do!lar sales charge 
pursuant to the Plan. All interested persons are 
referred to the application on file with the Commission 
for a statement of the representations contained 
therein, which are summarized below. 


Under the Plan, as currently administered, a certifi- 
cateholder in one of the Funds wishing to dispose of 
his units in a series of that Fund for which a 
secondary market is being maintained has the option 
to convert his units into units of another Fund (e.g., 
Corporate into Municipal, or Municipal into Govern- 
ment) or the Investors’ Municipal-Yield Trust (the 
“Municipal Yield Fund”) of any series for which units 
are available for sale. Applicants state that the 
purpose of the Plan is to provide investors in each of 
the Funds a convenient and less costly means of 
transferring interests as their investment requirements 
change. Applicants state that the respective sponsors 
have indicated that they intend to maintain a market 
for the units of each series of the respective Funds; 
however, there is no obligation to maintain such a 
market. Consequently, the respective sponsors 
reserve the right to modify, suspend or terminate the 
Plan at any time without further notice to certificate- 
holders. 


Assuming a secondary market exists and units of 
another Fund or the Municipal Yield Fund are 
available, a certificateholder who notifies the 
sponsors of his desire to exercise his conversion 
option will be mailed a current prospectus for each 
series in which the certificateholder indicates interest. 
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The certificateholder may then select the series into 
which he desires his investment to be converted. The 


conversion transaction will operate in a manner 
essentially identical to any secondary market trans- 
action, except that the Applicants allow a reduced 
sales charge for all transactions effected under the 
Plan. Traditionally, units of the Municipal Fund, the 
Corporate Fund and the Municipal Yield Fund are 
repurchased by the sponsors and other underwriters 
of those Funds at the aggregate offering price per unit 
of the underlying bonds in the respective Fund Series, 
and are resold at that price per unit plus a sales 
charge of 44%2% of such offering price. Traditionally, 
units of the Government Fund are repurchased by the 
sponsor and other underwriters of that Fund at the 
aggregate offering price per unit of the underlying 
bonds in the respective Series of that Fund, and are 
resold at that price per unit plus a sales charge of 
3%2% of such offering price. Except for certain 
conversions by certificateholders in the Government 
Fund of their Government Fund units into units of 
another Fund or the Municipal Yield Fund all resale of 
units by Applicants under the Plan are effected at the 
unit offering price of the underlying bonds of the 
other Fund or the Municipal Yield Fund plus a fixed 
charge of $15.00 per unit (or about 142% of such 
offering price at current market values). The certifi- 
cateholder receives payment for any excess funds 
remaining in his account after his investment in one 
Fund is converted into full units in another Fund or 
the Municipal Yield Fund. 


Applicants hereby seek to extend the Plan to 
certificateholders of Series 1 and subsequent series 
(as such series may from time to time be created) of 
the Municipal Yield Fund, a newly established unit 
investment trust which is sponsored by Van Kampen 
Sauerman, Inc. The Municipal Yield Fund is 
comprised primarily of tax-free municipal bonds. 
Applicants propose to allow Municipal Yield Fund 
certificateholders to use the proceeds from the sale of 
any Municipal Yield Fund units to acquire units in any 
series or group of series of the Funds, and to have 
such acquisitions be based on the same terms and be 
subject to the same conditions as those presented in 
the original application, as amended. Under the Plan, 
as it is proposed to apply to conversions by Municipal 
Yield Fund certificateholders of their units into units 
of any of the Funds, Municipal Yield Fund certificate- 
holders will be allowed to convert their units into 
units of any of the Funds at-the aggregate offering 
price per unit of th: underlying securities of the 
Funds plus a fixed charge of $15 per Unit (or about 
1%% of such offering price at current market values). 


Applicants assert that the rationale for allowing 
certificateholders of the Funds to participate in the 
Pian and effect Fund transactions at a reduced sales 
charge is equally applicable to certificateholders of 
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the Municipal Yield Fund. Thus, Applicants argue that 
certificateholders of the Municipal Yield Fund should 
be allowed to participate in the Plan and convert their 
units into units of any of the Funds at a reduced sales 
charge. 


Section 11(c) of the Act provides, among other things, 
that exchange offers involving registered unit invest- 
ment trusts are subject to the provisions of Section 
11(a) of the Act irrespective of the basis of exchange. 
Section 11(a) of the Act provides, in pertinent part, 
that it shall be unlawful for any registered open-end 
company or any principal underwriter for such a 
company to make, or cause to be made, an offer to 
the holder of a security of such company or any other 
open-end investment company to exchange his 
security for a security in the same or another such 
company on any basis other than the relative net asset 
values of the respective securities to be exchanged, 
unless the terms of the offer have first been submitted 
to and approved by the Commission. 


Section 22(d) of the Act provides, in pertinent part, 
that no registered investment company or principal 
underwriter thereof shall sell any redeemable security 
issued by such company to any person except at a 
current offering price described in the prospectus. The 
sales charge described in the prospectus of the 
Municipal Yield Fund and each of the Funds for 
effecting regular secondary market purchase and sale 
transactions is greater than the sales charge which 
will be applicable to transactions under the Plan. Rule 
22d-1 under the Act permits certain variations in sales 
charges, none of which it is alleged will be applicable 
to transactions under the Plan. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may 
conditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions from any pro- 
vision of the Act or of any rule or regulation under the 
Act, if and to the extent such exemption is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 21, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
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upon the Applicants at the address stated above. 
Proof of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
herein will be issued as of course following said date 
unless the Commission thereafter orders a hearing 
upon request or upon the Commission’s own motion. 
Persons, who request a hearing or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, inicuding the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10456/October 27, 1978 


In the Matter of 


NUVEEN TAX-EXEMPT BOND FUND MEDIUM-TERM 
(SERIES 1 AND SUBSEQUENT SERIES) 


and 


JOHN NUVEEN & CO., INCORPORATED 
209 South La Salle Street 
Chicago, Illinois 60604 


(812-4009) 


NOTICE OF FILING OF APPLICATION FOR AN 
ORDER AMENDING A PREVIOUS ORDER GRANTING 
EXEMPTION PURSUANT TO SECTION 6(c) OF THE 
ACT FROM THE PROVISIONS OF SECTION 14(a) OF 
THE ACT AND RULE 19b-1 UNDER THE ACT. 


NOTICE IS HEREBY GIVEN that Nuveen Tax-Exempt 
Bond Fund-Medium Term (Series 1 and Subsequent 
Series) (the “Fund”), a unit investment trust regis- 
tered under the Investment Company Act of 1940 
(“Act”), and its sponsor, John Nuveen & Co., Incor- 
porated (“Sponsor”) (hereinafter the Fund and the 
Sponsor are collectively referred to as “Applicants”), 
filed an application on October 17, 1978, requesting 
an order of the Commission amending in the manner 


described below an earlier order of the Commission 
dated September 14, 1976 (Investment Company Act 
Release No. 9437), which earlier order pursuant to 
Section 6(c) of the Act exempted Applicants from the 
provisions of Section 14(a) of the Act and exempted the 
frequency of the distributions of capital gains by the 
Fund from the provisions of Rule 19b-1 under the Act. 
All interested persons are referred to the application on 
file with the Commission for a statement of the repre- 
sentations contained therein, which are summarized 
below. 


Applicants state that nine separate series of the Fund 
have been created as of the date of the filing of this 
application. Each series is governed by the provisions 
of a trust indenture and agreement (“Indenture”) 
entered into by the Sponsor and a corporation organ- 
ized and doing business under the laws of the United 
States or a state thereof, which is authorized under 
such laws to exercise corporate trust powers and hav- 
ing at all times an aggregate capital, surplus, and 
undivided profits of not less than $5,000,000 
(“Trustee”). Each time a separate series is created and 
activated a separate Indenture is entered into, and the 
bonds which comprise its portfolio (or delivery state- 
ments relating to contracts for the purchase of such 
bonds together with funds represented by an irrevo- 
cable letter of credit issued by a major commercial 
bank in the amount required for the purchase) are 
deposited with the Trustee. Except as to size, number 
of units and the individual bonds in the portfolio, each 
series is substantially identical. The Indenture relating 
to each series provides for the termination of such 
series no later than December 31 preceding the 
twentieth anniversary of the execution of such Inden- 
ture. 


Applicants propose to amend the procedures and ob- 
jectives of the Fund to allow the creation of either one 
or two separate trusts in each future series of the 
Fund. The portfolios of each such trust will be 
identical to those described in the original application 
except that one trust may be comprised entirely of 
federally tax-exempt interest-bearing obligations 
which will mature by their respective terms between 
five and fifteen years from the date of creation of such 
series (which has been the practice with the first nine 
“Medium-Term” series portfolios), while the second 
trust may be comprised of federally tax-exempt 
interest-bearing obligations which will mature by their 
respective terms from one to eight years from the date 
of creation of such series (the “Short-Term” portfolio). 


Applicants propose that each future series of the 
Fund will be comprised of a Short-Term portfolio 
alone, a Medium-Term portfolio alone, or two trusts 
one of which will have a Short-Term portfolio and the 
other a Medium-Term portfolio. Applicants state that, 
in essence, they propose that the current Fund be 
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maintained but that they be permitted to create a 
Short-Term trust in lieu of a Medium-Term trust or in 
addition to a Medium-Term trust in future series. If a 
Short-Term trust is created in a future series, Appli- 
cants propose that the Indenture will provide that 
such Short-Term trust will terminate no later than 
December 31, preceding the tenth anniversary of the 
execution of such Indenture. 


Applicants contend that since the Short-Term trusts 
and the combination of Short-Term and Medium-Term 
trusts will follow the same operational procedures 
outlined in the original application for the MediumTerm 
trusts alone, the statements made in connection with 
the exemptive request contained in the original 
application are equally applicable to this request. 
Furthermore, Applicants state that they believe the 
proposed changes in the procedures for organization of 
separate series of the Fund will have no adverse effect 
in connection with the exemptive order granted on the 
original application, particularly with regard to the 
exemption of the frequency of distributions by the 
Fund of capital gains from the provisions of Rule 19b-1 
under the Act. 


Section 6(c) of the Act provides, in pertinent part, that 
the Commission, by order upon application, may con- 
ditionally or unconditionally exempt any person, 
security, or transaction, or any class or classes of 
persons, securities, or transactions from any provi- 
sions of the Act or of any rule or regulation under the 
Act, if and to the extent such exemption is necessary 
or appropriate in the public interest and consistent 
with the protection of investors and the purposes 
fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 20, 1978 at 5:30 
P.M., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange Com- 
mission, Washington, D.C. 20549. A copy of such 
request shail be served personally or by mail upon the 
Applicants at the address stated above. Proof of such 
service (by affidavit, or in the case of an attorney-at- 
law by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application herein will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
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matter, including the date of the hearing (if ordered) 
and any postponements thereof. @) | 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10457/October 30, 1978 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE COM- 
PANY 


and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01101 


(812-4381) 


NOTICE OF FILING OF APPLICATION FOR ORDER © 
PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER. 


NOTICE IS HEREBY GIVEN that Massachusetts 
Mutual Life Insurance Company (“Insurance Com- 
pany”), a mutual life insurance company organized 
under the laws of the Commonwealth of Massachu- 
setts, and MassMutual Corporate Investors, Inc. 
(“Fund”), a non-diversified, closed-end management 
investment company registered under the Investment 
Company Act of 1940 (“Act”) (hereinafter collectively 
referred to as the “Applicants”), filed an application on 
October 26, 1978, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, for an order of the Commis- 
sion permitting applicants to convert their 612% Con- 
vertible Subordinated Notes (“Convertible Notes”) of 
Flowers Industries, Inc. (“Flowers”) into Flowers 
common stock. All interested persons are referred to 
the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


The application states that pursuant to an order of the 
Commission issued on August 19, 1971 (Investment 
Company Act Release No. 6690, referred to herein as 
the “Order”), the Insurance Company, which acts as @ 
investment adviser to the Fund, is permitteu to invest 
concurrently for its general account in each issue of 
securities purchased by the Fund at direct placement, 
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and to exerc ise warrants, conversion privileges and 
other rights at the same time as the Fund. Applicants 
state that among the conditions of the Order, Para- 
graph (4) thereof provides that once the Insurance 
Company and the Fund have acquired interests in an 
issuer, neither the Insurance Company nor the Fund, 
unless otherwise permitted-by order of the 
Commission, may acquire any further interest in such 
issuer other than interests in all respects identical. 


The application states that the Insurance Company 
and the Fund now each hold $3,750,000 in principal 
amount of the Convertible Notes due December 8, 
1992, of Flowers, and that the Convertible Notes, 
which were purchased by the Insurance Company and 
the Fund in December of 1972, are converible into 
Flowers common stock at a ratio of one share of 
common stock for each $10.00 in outstanding 
principal amount of Convertible Notes converted. 


Applicants state that in addition to the Convertible 
Notes, the Insurance Company also holds $5,000,00 in 
principal amount of Flowers’ 92% Promissory Notes 
due August 1, 1996 (“Promissory Notes”), purchased 
in November and December of 1976. Applicants 
explain that since the Promissory Notes contain no 
equity feature, they would not have been an appro- 
priate investment for the Fund in light of the Fund’s 
investment policies. 


The application states that on October 10, 1978, 
Applicants received formal notice from Flowers that it 
intends to repay the Convertible Notes on December 
8, 1978, pursuant to the note agreement dated 
December 8, 1972, between Flowers and the Insurance 
Company and the Fund, respectively, relating to the 
Convertible Notes (“Note Agreements”). The appli- 
cation further states that pursuant to the Note 
Agreements, Applicants have the option to convert 
their Convertible Notes into Flowers common stock in 
lieu of accepting prepayment thereof. Applicants 
propose to exercise this option. 


According to the application, neither the Insurance 
Company nor the Fund wishes to hold Flowers 
common stock for an extended period of time. Appli- 
cants propose to sell such common stock as promptly 
after conversion as is reasonably feasible without 
depressing the market price of such common stock. 
Applicants submit that if they have an opportunity to 
sell all or part of their Flowers common stock in a 
registered public offering, they might choose to do 
so, but that if they do not have such an opportunity 
they would sell such stock in accordance with Rule 
144 under the Securities Act of 1933 (“Rule 144”). 
Applicants further state that even if they have an 
opportunity to sell their Flowers common stock in a 
registered public offering, they might choose to sell 
such common stock in accordance with Rule 144 


either before or after such public offering in order to 
avoid increasing the number of shares of Flowers 
common stock sold in such public offering to a point 
where the price received by Applicants for such 
common stock might be significantly depressed. 
Applicants propose to make all their conversions of 
Convertible Notes concurrently in equal principal 
amounts and to sell equal amounts of Flowers com- 
mon stock concurrently and on the same terms, as 
required by the Order. 


Section 17(d) of the Act and Rule i17d-1 thereunder, 
taken together, provide, in part, that it is unlawful for 
an affiliated person of a registered investment 
company, acting as principal, to effect any 
transaction in which such investment company is a 
joint participant, without the permission of the 
Commission. Rule 17d-1 provides, in part, that in 
passing upon applications for orders granting such 
permission, the Commission will consider (1) whether 
the participation of the investment company in such 
transaction on the basis proposed is consistent with 
the provisions, policies, and purposes of the Act, and 
(2) the extent to which such participation is on a basis 
different from or less advantageous than that of other 
participants. 


Applicants state that unless the requested relief is 
granted, Paragraph (4) of the Order would prevent 
Applicants from exercising their conversion privileges 
in respect of the Convertible Notes as long as the 
Insurance Company holds the Promissory Notes. 
Applicants state that the Order was granted pursuant 
to Section 17(d) of the Act and Rule 17d-1 thereunder, 
and the requested relief would be an order granting an 
exemption from one of the conditions specified in the 
Order. Therefore, Applicants assert that the standards 
for consideration of the present application should be 
the standards specified in Rule 17d-1. Such stan- 
dards, Applicants assert, require that the Commission 
consider (1) whether conversion of the Convertible 
Notes in the manner proposed by Applicants would be 
on a basis consistent with the provisions, policies and 
purposes of the Act, and (2) the extent to which such 
conversion by the Fund would be on a basis different 
from or less advantageous than that of the Insurance 
Company. 


Applicants submit that the proposed transaction is 
consistent with the policies of the Fund, and with the 
provisions, policies and purposes of the Act, and will 
be on a basis not less advantageous to the Fund than 
to the Insurance Company. According to the 
application, the Fund’s investment policy specifies 
that the principal investments of the Fund will be 
long-term obligations and, occasionally, prefered 
stock purchased directly from the issuers, if such 
obligations or preferred stocks have equity features 
such as accompanying shares of common stock, 
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securities convertible into such shares, or conversion 
rights or warrants to purchase such shares. 
Applicants submit that in order to realize the 
maximum capital profits on convertible securities, the 
Fund must convert those securities and sell the com- 
mon stock received in respect to the conversion, and 
that, therefore, in seeking to convert the Convertible 
Notes and sell the Flowers common stock received in 
respect of such conversion, the Fund is seeking to 
achieve its investment objective by realizing the entire 
capital profit available in respect of the excess of the 
current value of Flowers’ common stock over the 
amount it would receive upon prepayment of its 
Convertible Notes pursuant to the Note Agreements. 
Applicants state that the Note Agreements provide 
that any prepayment on December 8, 1978, would have 
to be made at a premium of 6.5% of the principal 
amount of the Convertible Notes prepaid, and that, 
therefore, upon prepayment of the Convertible Notes 
held by Applicants, they would each receive $3,993,750, 
plus accrued interest or their Convertible Notes. 
Applicants further submit that if they were to convert 
their Convertible Notes into Flowers common stock at 
the conversion price of $10 per share, they would each 
receive 375,000 shares of such common stock, plus 
accrued interest on the Convertible Notes. Applicants 
also submit that on the basis of September stock 
prices, the Flowers common stock which Applicants 
would receive upon conversion of their Convertible 
Notes would be worth approximately $5,910,938. 
Applicants therefore estimate that if they can convert 
their convertible Notes and sell the Flowers common 
stock received upon such conversion at prices com- 
parable to the September stock prices, they will 
realize approximately $1,917,188 more by converting 
their Convertible Notes and selling Flowers common 
stock than they would receive by accepting prepay- 
ment of their Convertible Ntoes. 


The application states that, in converting the 
Convertible Notes, the intention of the Applicants 
would be ultimately to dispose of the interest in 
Flowers represented by the Convertible Notes. 


Applicants assert that since the Convertible Notes 
were purchased in a private placement under Section 
4(2) of the Securities Act of 1933, they are restricted 
securities. Applicants state that they have not 
satisfied the holding-period requirement of Rule 144 
with respect to the Convertible Notes and with respect 
to any Flowers common stock received by them in 
respect of any conversion of Convertible Notes. 
Applicants further state that since Flowers is a 
reporting company under Section 13 of the Securities 
Exchange Act of 1934 and Flowers common stock is 
traded on the American Stock Exchange, the 
Insurance Company believes that Applicants would be 
able to sell Flowers common stock on the American 
Stock Exchange in compliance with Rule 144. 
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Applicants argue that, on the other hand, there is no 
public market for the Convertible Notes, and that, 
moreover, if the Convertible Notes were sold in a 
private placement, they would be restricted securities 
in the hands of the purchaser. Thus, Applicants 
argue, if such purchaser converted the Convertible 
Notes and received Flowers common stock, he would 
not be free to sell such common stock under Rule 144 
until he had held the Convertible Notes or such com- 
mon stock for two years. Applicants believe, 
therefore, that they would get a higher price by 
converting their Convertible Notes and selling Flowers 
common stock than by selling their Convertible 
Notes. 


Applicants assert that the interests of the Insurance 
Company and the Fund in Flowers are identical in all 
respects except that the Insurance Company holds the 
Promissory Notes and the Fund does not, and that no 
benefit which might accrue to the Insurance Company 
as a holder of the Promissory Notes has been a 
material factor in the decision of Applicants that they 
will convert their Convertible Notes under the 
circumstances contemplated by the application. 
Applicants further state that the conversion of the 
Convertible Notes will reduce the amount of Flowers’ 
outstanding indebtedness by $7,500,000, and that, in 
the absence of conversion, Flowers’ indebtedness 
would be reduced by this amount by Flowers’ 
prepayment of the Convertible Notes. 


Accordingly, Applicants request that an order be 
issued, pursuant to the provisions of Section 17(d) of 
the Act and of Rule 17d-1 thereunder, permitting them 
to convert their Convertible Notes, notwithstanding 
Paragraph (4) of the Order and ownership by the 
Insurance Company of the Promissory Notes, on the 
following conditions: 


(1) that the conversion of Convertible 
Notes by the Insurance Company and the 
Fund, and each disposition of Flowers 
common stock received in respect of such 
conversion, shall be effected in compliance 
with all terms of the Order other than Para- 
graph (4) thereof; 


(2) that Convertible Notes shall be 
converted by the Insurance Company and 
the Fund only with the intention of 
disposing of the Flowers common stock 
received in respect of such conversion; and 


(3) that at the time of the conversion 
of Convertible Notes by the Insurance 
Company and the Fund the value of the 
Flowers common stock to be received upon 
such conversion (as measured by the 
closing price of such common stock on the 
American Stock Exchange on the day 
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immediately preceding such conversion) 
shall exceed 106.5% of the principal 
amount of the Convertible Notes converted. 


NOTICE IS FURTHER GIVEN that interested persons 
may, not later than November 24, 1978, at 5:30 p.m., 
submit to the Commission in writing a request for a 
hearing on the matter accompanied by a statement as 
to the nature of his interest, the reason for such 
request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 10458/October 31, 1978 


SEE 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10459/October 31, 1978 


In the Matter of 


ST. PAUL LIFE FUND, INC. 
P.O. Box 43284 
St. Paul, MN 55164 


(811-2406) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 8(f) OF THE ACT FOR ORDER DECLARING 
THAT COMPANY HAS CEASED TO BE AN INVEST- 
MENT COMPANY 


NOTICE IS HEREBY GIVEN that St. Paul Life Fund 
(“Applicant”), an open-end diversified management 
company registered under the Investment Company 
Act of 1940 (the “Act”), filed an application on 
October 23, 1978, for an order of the Commission 
declaring that Applicant, which sold all its assets to 
St. Paul Capital Fund, Inc. (“Capital”) on September 
25, 1978, has ceased to be an investment company as 
defined in the Act. All interested persons are referred 
to the application on file with the Commission for a 
statement of the representations contained therein, 
which are summarized below. 


Applicant, a Minnesota corporation, was organized 
and registered under the Act as an open-end 
diversified management investment company in 1973. 
Its registration statement under the Securities Act of 
1933 became effective in May, 1974, and at that time it 
commenced sales of its shares to the public. 


According to Applicant, the sale of its assets to 
Capital was approved by the Board of Directors of 
both at a meeting on June 14, 1978, and by stock- 
holders of Applicant at a meeting on September 20, 
1978. 


On September 13, 1978, the Commission issued an 
order (Investment Company Release No. 10404) pur- 
suant to Section 17(b) of the Act exempting the sale 
from the provisions of Section 17(a) of the Act. On 
September 25, 1978, pursuant to an Agreement and 
Plan of Reorganization, the sale of assets took place; 
the then stockholders of Applicant received, in 
exchange for their shares of Applicant, shares of 
Capital having an equivalent aggregate net asset 
value; and Applicant thereupon ended its existence as 
a separate corporation. 


Applicant states that it has therefore ceased in any 
operating sense to be an investment company; that it 
no longer has any assets or liabilities; and that any 
expenses incurred in connection with the winding-up 
of its affairs will be borne by its adviser, St. Paul 
Advisers, Inc. 


Section 8(f) of the Act provides, in pertinent part, that 


whenever the Commission, upon application, finds 
that a registered investment company has ceased to 
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be an investment company, it shall so declare by 
order and, upon the taking effect of such order, the 
registration of such company shall cease to be in 
effect. 


Accordingly, Applicant has requested the Commis- 
sion to issue an order pursuant to Section 8(f) of the 
Act declaring that it has ceased to be an investment 
company. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 27, 1978, at 5:30 
p.m. submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notifed if the Commission should order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the address stated above. Proof of 
service (by affidavit, or in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of 
course following November 27, 1978, unless the 
Commission thereafter orders a hearing upon request, 
or upon the Commission’s own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, wiil receive any notices and orders issued in 
this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10460/October 31, 1978 


In the Matter of 


COMBINED SECURITIES FUND, INC. 
300 West Osborn Road 
Phoenix, Arizona 85011 


(811-1564) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 
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NOTICE IS HEREBY GIVEN that Combined Secu 
Fund, Inc. (‘Applicant’), registered under 
Investment Company Act of 1940 (“Act”) as an ¢ 
end, diversified management investment comy 
filed an application on September 22, 1978, purs 
to Section 8(f) of the Act, for an order declaring 
Applicant has ceased to be an investment compar 
defined by the Act. All interested persons are ref: 
to the application on file with the Commission 

statement of the representations contained the 
which are summarized below. 


Applicant registered under the Act on Novembe 
1967 and when its registration statement for 
public offer and sale of its common stock 
declared effective on March 5, 1968, Appli 
commenced a public offering of such stock. 


Applicant states that its Board of Directors appr 
an Agreement and Plan of Reorganization (“P| 
between Applicant and Security Investment Fund, 
(“Fund”), a registered, open-end, management in\ 
ment company, whereby substantially all of A 
cant’s assets were to be exchanged for shares of F 
and Applicant was to be liquidated. According to 
application, Applicant’s shareholders approved 
Plan at a special meeting held on July 28, 1978, 

vote in excess of two-thirds of its outstanding she 
The application states that the exchange was mad 
the basis of the net asset values of Fund and A; 
cant computed as of the close of business on the | 
York Stock Exchange on July 28, 1978. On that s 
date, Applicant asserts, the shares of Fund rece 
in exchange for Applicant’s assets were distribute 
Applicant’s shareholders pro rata according to 1 
interests in Applicant. 


Applicant further asserts that all of its sharehol 
received distributions in complete liquidation of 1 
interests, and that it has no assets, debts or o 
outstanding liabilities, is not a party to any litiga 
or administrative proceeding, and does not propos 
engage in any business activity other than 
necessary for the winding up of its affairs. 


Section 8(f) of the Act provides, in pertinent part, 
when the Commission, upon application, finds th 
registered investment company has ceased to be 
investment company, it shall so declare by order, 
that, upon the effectiveness of such order, the r 
tration of such company shall cease to be in effec 


NOTICE IS FURTHER GIVEN that any intere: 
person may, not later than November 24, 1978, at : 
p.m., submit to the Commission in writing a req 
for a hearing on the matter accompanied by a st 
ment as to the nature of his interest, the reason 
such request, and the issues, if any, of fact or 
proposed to be controverted, or he may request 
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he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, jn the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10461/October 31, 1978 


In the Matter of 


THE CAPITAL FUND OF AMERICA, INC. 
Two Embarcadero Center 

P.O. Box 7650 

San Francisco, CA 94120 


and 


NEW PERSPECTIVE FUND, INC. 
c/o Thomas E. Terry, Esq. 

611 West Sixth Street (32nd Floor) 
Los Angeles, CA 90017 


(812-4355) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT 
EXEMPTING PROPOSED TRANSACTION FROM 
SECTION 17(a) OF THE ACT. 


The Capital Fund of America, Inc. (“CAP”) and New 
Perspective Fund, Inc. (“NPF”), both open-end, 
diversified management investment companies regis- 
tered under the Investment Company Act of 1940 
(“Act”), filed an application on August 23, 1978, and 
amendments thereto on September 28, and October 
10, 1978, pursuant to Section 17(b) of the Act, 
requesting an order of the Commission exempting 


from the provisions of Section 17(a) of the Act a pro- 
posed sale of substantially all of CAP’s assets to 
NPF. On October 3, 1978, a notice was issued (Invest- 
ment Company Act Release No. 10424) of the filing of 
the application. 


The notice gave interested persons an opportuniiy to 
request a hearing and stated that an order disposing 
of the application would be issued as of course unless 
a hearing should be ordered. No request for a hearing 
has been filed, and the Commission has not ordered a 
hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned, and that the proposed trans- 
action is consistent with the policies of CAP and NPF 
and with the general purposes of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed sale of substantially all of CAP’s 
assets to NPF be, and hereby is, exempted from the 
provisions of Section 17(a) of the Act. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY. ACT OF 1940 
Release No. 10462/November 1, 1978 


In the Matter of 


CLAREMONT CAPITAL CORPORATION 
Suite 258 

810 Third Avenue 

Seattle, Washington 98104 


and 


ALLEN H. PARKINSON 
4020 Birch Street, Suite 201 
Newport Beach, California 92660 


(812-4302) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 17(b) OF THE ACT FOR AN ORDER 
EXEMPTING A PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) OF THE ACT. 


NOTICE IS HEREBY GIVEN that Claremont Capital 
Corporation (‘‘Claremont’’), registered under the 
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Investment Company Act of 1940 (“Act”) as a closed- 
end, non-diversified management investment com- 
pany, and Allen H. Parkinson (“Parkinson”) (herein- 
after collectively, “Applicants”) filed an application on 
May 2, 1978, and an amendment thereto on September 
18, 1978, pursuant to Section 17(b) of the Act for an 
order of the Commission exempting from the pro- 
visions of Section 17(a) of the Act the proposed sale 
by Claremont to Parkinson of 237,500 shares of 
Infoton Incorporated (“Infoton’’) common stock 
currently held by Claremont. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicants represent that from the inception of Clare- 
mont’s operations in 1968 until the annual meeting of 
the shareholders of Claremont on October 22, 1976, 
Claremont’s investment objective and policy was to 
achieve maximum long-term growth through specula- 
tive equity investments in companies expected to 
derive maximum benefit from the development and 
use of advanced technologies. 


Applicants further represent that at the annual 
meeting of Claremont’s shareholders on October 22, 
1976, the shareholders of Claremont approved a 
change in Claremont’s investment objective and policy 
so as to reduce emphasis on investments in non- 
public companies, or companies issuing securities 
which have only limited markets. 


Consistent with Claremont’s then existing investment 
policy, Applicants state that pursuant to a Purchase 
Agreement entered into as of December 18, 1972, 
Claremont purchased a $500,000 principal amount 9% 
Convertible Senior Note (“Note”) of Optical Scanning 
Corporation (“Optical”) which was due December 18, 
1975, and a warrant expiring December 18, 1975, to 
purchase 15,000 shares of the common stock of 
Optical. According to the application, Optical sub- 
sequently defaulted on the Note and, on March 18, 
1976, filed a voluntary petition of bankruptcy 
(“Petition”) under Chapter X! of the Bankruptcy Act. 
Applicants further state that the Plan of Arrangement 
(“Plan”) dated June 30, 1977, which was filed by 
Optical in connection with the aforesaid Petition, was 
approved by the Bankruptcy Judge for the United 
States District Court, for the Eastern District of 
Pennsylvania on August 30, 1977. The Plan provided, 
among other things, for Optical to change its name to 
Infoton Incorporated and for Claremont to receive, in 
Satisfaction of the Nc 2, 237,500 unregistered shares 
of Infoton common stock (“Shares”) and certain cash 
payments. Applicants represent that the order issued 
by the Bankruptcy Judge authorizing such cash pay- 
ments and delivery to Claremont of the Shares of 
Infoton common stock was entered on February 21, 
1978, and Claremont received the first cash payment 
and the Shares shortly thereafter. 
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Applicants further represent that Parkinson, through 
his attorney, initially contacted representatives of 
Claremont on or-about December 19, 1977, with an 
offer to purchase the Shares of Infoton common stock 
to be acquired by Claremont for a total price of 
$85,000 (or about $0.36 per share), and that negoti- 
ations for the purchase of such Shares continued until 
late January, 1978. Applicants state that during the 
course of the negotiations from December to late 
January, 1978, for the purchase of the aforesaid 
Shares, Claremont insisted that the purchase price 
approximate the estimated book vaiue of such Shares 
(about $0.63 per share) as of December 31, 1977. 
According to the application, the negotiations for the 
purchase of the Shares were broken off in late 
January, and reopened on February 28, 1978, at 
Parkinson’s request. 


Parkinson offered to pay a total price of $150,000 for 
the Shares (or about $0.632 per share) and a verbal 
agreement in principle on this purchase price was 
reached by Applicants on March 3, 1978. Applicants 
also state that, on April 19, 1978, they formalized their 
previous verbal agreement by entering into a written 
Agreement of Purchase and Sale (“Agreement”) dating 
back to March 3, 1978, pursuant to which Claremont 
would sell the Shares to Parkinson for an aggregate 
purchase price of $150,000, or approximately $0.632 
per share. The Agreement further provides that the 
closing of the sale of the Shares is conditioned upon 
the issuance of an order by the Commission granting 
the relief requested herein. 


Applicants state that Claremont presently owns 
237,500 shares, or approximately 6.75%, of the total 
number of shares of Infoton common stock presently 
outstanding and that, accordingly, Infoton is an affili- 
ated person of Claremont within the meaning of 
2(a)(3) of the Act. Applicants further state that Parkin- 
son is an affiliated person of Infoton within the mean- 
ing of Section 2(a)(3) of the Act by virtue of Parkin- 
son’s status as Chairman of the Board of Directors 
and Chief Executive Officer of Infoton, and Parkin- 
son’s ownership of approximately 43% of Infoton’s 
outstanding common stock. Therefore, the proposed 
sale by Claremont to Parkinson of the 237,500 shares 
of Infoton common stock currently held by Claremont 
might be deemed to constitute the sale of a security 
by a registered investment company to an affiliated 
person or an affiliated person of such registered 
investment company. Accordingly, Applicants request 
an order exempting the proposed transaction from the 
provisions of Section 17(a) of the Act. 


Section 17(a) of the Act provides, in pertinent part, 
that it shall be unlawful for any affiliated person of a 
registered investment company, or any affiliated 
person of such a person, acting as principal, know- 
ingly to sell or to purchase from such registered 
company any security or other property, subject to 
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certain exceptions not relevant here. Section 17(b) of 
the Act provides that the Commission, upon applica- 
tion, may exempt a proposed transaction from the 
provisions of Section 17(a) of the Act if the evidence 
establishes that the terms of the proposed transac- 
tion, including the consideration to be paid or 
received, are reasonable and fair and do not involve 
overreaching on the part of any person concerned, and 
that the proposed transaction is consistent with the 
policy of each registered investment company con- 
cerned and with the general purposes of the Act. 


In support of the relief requested, Applicants 
represent that the negotiations were truly arm’s length 
in that, to Claremont’s knowledge, there are no other 
agreements relating to securities of Infoton nor any 
other business relationships between Claremont or 
any of the officers or directors of Claremont and 
Parkinson, other than Clarernont’s ownership of the 
shares, which ownership resulted from a distribution 
pursuant to the Plan. Applicants further represent that 
Parkinson is neither an officer, employee or director 
of Claremont nor any of Claremont’s investment 
advisers, and Parkinson neither exercises influence 
over nor controls Claremont’s investment decisions 
with respect to its portfolio securities. 


In addition, Applicants assert their belief that the 
purchase price of $0.632 for the Shares, as specified 
in the Agreement, is fair and reasonable, when 
considered in light of the actual book value of and 
prevailing market vaiue for, shares of Infoton common 
stock. According to the application, the purchase 
price for the Shares was based in large part upon the 
then estimated book value of $0.63 per share for 
Infoton common stock on December 31, 1977, a date 
close to the beginning of the negotiations between 
Claremont and Parkinson. Applicants further state 
that, in fact, the book value of Infoton common 
stock as of that date was later found to be $0.62 per 
share. On March 31, 1978, a date close to the 
termination of the aforesaid negotiations, the book 
value of Infoton common stock was in fact, $0.7158 
cents per share, and such figure was known to Clare- 
mont at the time it executed the Agreement. On June 
30, 1978, the book value of Infoton common stock was 
$0.79 per share. 


With respect to the prevailing market value of the 
Shares, Applicants represent that throughout the 
period that negotiations between Claremont and 
Parkinson were conducted, the bid price for Infoton 
common stock generally was either $0.75 or $0.875 
per share, although the bid price of such common 
stock did reach $1.00 per share during the week of 
February 13, 1978, a period in which negotiations had 
been broken off. Bid and asked prices quoted for 
publicly traded Infoton Common Stock were $1.50 and 
$1.70 per share, respectively, on April 14, 1978, which 


was the last quotation from the National Quotation 
Bureau Incorporated, available before the Agreement 
was signed. Accordingly, Applicants point out that 
$0.632 per share, the price to be received by Clare- 
mont for the Shares, represents a discount of 15.7% 
from the bid price of $0.75 per share, 27.8% from the 
bid price of $0.875 per share and 36.8% from the bid 
price of $1.00 per share without giving effect in each 
case to brokerage commissions or dealer markdowns 
which would be payable in the connection with a sale 
of securities in the open market. The sale price of 
$0.632 per share represents a discount of approxi- 
mately 58% from the April 14, 1978, bid price of 
$1.50, described above. 


Since the signing of the Agreement by Applicants, the 
bid and ask prices for publicly traded shares of Info- 
ton Common Stock have increased, rising to a high of 
41/4 and 4 5/8 respectively on September 6, 1978. On 
October 11, 1978, the bid and asked prices for the 
above stock were 3 3/4 and 4 5/8 respectively. The 
Applicants represent that the price and terms of the 
proposed sale of shares were the subject of arms 
length negotiations which were completed in March, 
1978; that in entering into a fixed price contract, each 
of the Applicants exercised independent business 
judgement; and that each of the Applicants 
recognized that such a fixed price provision would 
effectively eliminate the market risk for one of the 
parties prior to closing; and that although there 
presently is a substantial difference between the 
current market price of unrestricted shares of Infoton 
Common Stock and the contract price for the Shares, 
the book value for Infoton Common Stock, upon 
which the contract price negotiations were in part 
based, has not increased significantly since the 
Agreement was executed on April 19, 1978. 


The directors of Claremont state that, although they 
are of the view that the proposed sale of shares was 
reasonable with respect to Claremont both at the 
time the sale was negotiated and at the time the 
Agreement was executed, in light of the increases that 
have occurred in the market value of publicly traded 
Infoton shares, Claremont would not today accept a 
contract price of $0.632 per share but for the Agree- 
ment. Applicants state, however, their belief that each 
of them is contractually bound to perform under the 
Agreement, subject to issuance of an order by the 
Commission under Section 17(b) of the Act, and that 
Claremont is not free to negotiate a higher contract 
price with Parkinson . 


Applicants further assert their belief that the above 
described discounts are reasonable in light of the 
restricted nature of the Shares, and by disposing of 
the Shares immediately in a single transaction 
Claremont will alleviate substantial market risks. With 
respect to the restricted nature of the Shares, Appli- 
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cants state that Claremont has been advised by its 
counsel that as the recipient of unregistered securities 
in a proceeding under Chapter XI of the Bankruptcy 
Act Claremont may be deemed to be an underwriter, 
and thus may be required to comply with the provi- 
sions of Rule 148, adopted by the Commission under 
the Securities Act of 1933 (“1933 Act”) in reselling the 
Shares in the open market. Applicants further state 
that assuming all other conditions of Rule 148 were 
satisfied, it would take Claremont over three years to 
dispose of the Shares in the open market under the 
volume limitations contained in paragraph (b)(1) of 
Rule 148. Moreover, Applicants assert their belief that 
it is questionable whether Claremont will be able to 
dispose of the Shares even within the volume limita- 
tions contained in Rule 148(b)(1), since the market for 
shares of Infoton common stock is thin and 
disposition of as much as 1% of such common stock 
outstanding and to be issued under the Plan during 
any six month period might disrupt or depress the 
market. In this connection, Applicants state that 
shares of Infoton common stock are not quoted on 
NASDAQ, and thus information concerning the 
volume of trades in such common stock is unavail- 
able. However, since the filing of the application, 
NASDAQ bid, ask and volume quotations have 
become available. 


Applicants also state that the proposed sale of the 
Shares by Claremont to Parkinson is consistent with 
Clairmont’s current investment policy. According to 
the application, the Note issued by Optical was 
acquired by Claremont at a time when Claremont’s 
investment policy was to invest in speculative equity 
securities. Applicants further state, however, that the 
shareholders of Claremont have since approved a 
change in Claremont’s investment policy to reduce 
emphasis on companies with limited markets and 
that, accordingly, the proposed sale of the Shares will 
afford Claremont an opportunity to dispose of 
restricted securities and to reinvest the proceeds of 
such sale in marketable securities. 


Applicants finally submit that the proposed sale of the 
Shares is consistent with the general purposes of the 
Act in that the Act may not have been intended to 
cover a situation where an operating company is an 
affiliated person of an investment company merely 
because a relatively small amount of such operating 
company’s securities are being held by such invest- 
ment company. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than November 27, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the application accompanied by a 
statement as to the nature of his interest, the reasons 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
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he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicants at the addresses stated above. Proof 
of such service (by affidavit, or in the case of an 
attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 
0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application herein 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. Per- 
sons, who request a hearing or advice as to whether a 
hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10463/November 1, 1978 


In the Matter of 


MASSACHUSETTS MUTUAL LIFE INSURANCE COM- 
PANY 


and 


MASSMUTUAL CORPORATE INVESTORS, INC. 
1295 State Street 
Springfield, Massachusetts 01111 


(812-4361) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT 
AND RULE 17d-1 THEREUNDER. 


Massachusetts Mutual Life Insurance Company 
(“Insurance Company”), a mutual life insurance 
company organized under the laws of the Common- 
wealth of Massachusetts, and MassMutual Corporate 
Investors, Inc. (“Fund”), a non-diversified, closed-end 
management investment company registered under 
the Investment Company Act of 1940 (“Act”) (herein- 
after collectively referred to as “Applicants”), filed an 
application on August 31, 1978, pursuant to Section 
17(d) of the Act and Rule 17d-1 thereunder, for an 
order of the Commission permitting the Insurance 
Company to purchase at direct placement a 12-year 
mortgage loan in the amount of $1,400,000 at 9%% 
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interest of Aberdeen Manufacturing Corporation 
(“Aberdeen”), and secured by a first mortgage on real 
property. Aberdeen is a company in whose securities 
Applicants had invested pursuant to an arrangement 
that prohibits, except pursuant to an order of the 
Commission, further investments in that company by 
either Applicant unless such investments are 
identical. 


On October 5, 1978, a notice was issued (Investment 
Company Act Release No. 10427) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the participation of the Fund in the proposed trans- 
action, on the basis proposed, is consistent with the 
provisions, policies and purposes of the Act, and that 
such participation is on a basis not less advantageous 
than that of other participants. Accordingly, 


IT iS ORDERED, pursuant to Section 17(d) of the Act 
and Rule 17d-1 thereunder, that the proposed 
transaction be, and hereby is, permitted, effective 
forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10464/November 1, 1978 


In the Matter of 
VANCE, SANDERS INVESTORS FUND, INC. 


and 


ERIC PIERCE 
One Beacon Street 
Boston, Massachusetts 02109 


(812-4371) 


ORDER (1) PURSUANT TO SECTION 17(b) OF THE 


ACT EXEMPTING PROPOSED TRANSACTION FROM 
THE PROVISIONS OF SECTION 17(a) OF THE ACT, 
(2) PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING PARTICI- 


PATION IN SUCH TRANSACTION, AND (3) PUR- 
SUANT TO SECTION 6(c) OF THE ACT GRANTING 
EXEMPTION FROM THE PROVISIONS OF SECTION 
22(d) OF THE ACT AND RULE 22c-1 THEREUNDER. 


Vance, Sanders Investors Fund, Inc. (the “Fund”), an 
open-end, diversified, management investment com- 
pany registered under the Investment Company Act of 
1940 (the “Act”), and Mr. Eric Pierce, a director of the 
Pierce Company, Inc. (“PCI”) (Hereinafter the Fund 
and Mr. Eric Pierce are collectively referred to as 
“Applicants”), filed an application on September 29, 
1978, pursuant to Sections 17(b), 17(d) and 6(c) of he 
Act and Rule 17d-1 thereunder, for an order of the 
Commission (1) exempting the proposed transaction 
from the provisions of Section 17(a) of the Act, (2) 
permitting the participation of Mr. Eric Pierce in the 
proposed transaction, and (3) exempting from the pro- 
visions of Section 22(d) of the Act the Fund’s 
issuance of shares, at net asset value, in connection 
with a reorganization of the Fund with PCl, and 
exempting from the provisions of Rule 22c-1 under the 
Act the issuance of shares at a price based upon the 
net asset value per share determined on the business 
day immediately preceeding the closing date of such 
reorganization. 


On October 5, 1978, a notice was issued (Investment 
Company Act Release No. 10426) of the filing of the 
application. The notice gave interested persons an 
opportunity to request a hearing and stated that an 
order disposing of the application would be issued as 
of course unless a hearing should be ordered. No 
request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the 
basis of the information stated in the application, that 
the terms of the proposed transaction are reasonable 
and fair and do not involve overreaching on the part of 
any person concerned, and that the proposed trans- 
action is consistent with the policies of the Fund and 
the general purposes of the Act. It is further found 
that the participation of the Fund in the proposed 
transaction is consistent with the provisions, policies, 
and purposes of the Act, and that the participation of 
the Fund will not be on a basis less advantageous 
than that of other participants. It is further found that 
the granting of the requested exemptions from 
Section 22(d) of the Act and Rule 22c-1 thereunder is 
appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 
Accordingly, 


IT IS ORDERED, pursuant to Section 17(b) of the Act, 
that the proposed reorganization of the Fund with PCI 
be, and hereby is, exempted from the provisions of 
Section 17(a) of the Act, effective forthwith. 
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IT IS FURTHER ORDERED, pursuant to Section 17(d) 
of the Act and Rule 17d-1 thereunder, that the pro- 


posed transaction be, and hereby is, 


effective forthwith. 


permitted, 


IT 1S FURTHER ORDERED, pursuant to Section 6(c) 
of the Act, that the requested exemption from the pro- 
visions of Section 22(d) of the Act and Rule 22c-1 
thereunder, to the extent requested, be, and hereby is, 
granted, effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 10465/November 1, 1978 


In the Matter of 


WASHINGTON NATIONAL FUND, INC. 
Westminster at Parker 
Elizabeth, New Jersey 07207 


(811-1901) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Washington National 
Fund, Inc. (“Applicant”), a Delaware corporation 
registered under the Investment Company Act of 1940 
(“Act”) as an open-end, diversified management 
investment company, filed an application on October 
5, 1978, pursuant to Section 8(f) of the Act, for an 
order of the Commission declaring that Applicant has 
ceased to be an investment company as defined in the 
Act. All interested persons are referred to the appli- 
cation on file with the Commission for a statement of 
the representations contained therein, which are 
summarized below. 


Applicant states that it registered under the Act on 
July 9, 1969, and that it commenced offering shares to 
the public shortly after its registration under the 
Securities Act of 1933 was declared effective on 
September 8, 1969. Applicant asserts that on May 24, 
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1978, its board of directors approved a plan to merge 
Applicant into Fundamental Investors, Inc. (“Fund”), 
a registered investment company organized under the 
laws of Delaware. Applicant further asserts that after 
the merger was approved by a majority of the out- 
standing shareholders of Applicant in accordance with 
Delaware law, on July 21, 1978, Applicant and Fund 
merged. Upon effectiveness of such merger, title to all 
of Applicant’s assets was vested in Fund. Applicant 
asserts that it presently has no shareholders and no 
assets. According to the application, Applicant has 
ceased all business activities, is not a party to any 
litigation or administrative proceedings, and has 
ceased to exist as a separate entity under Delaware 
law. 


Section 8(f) of the Act provides, in part, that when the 
Commission upon application finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order and, upon the 
effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested 
person, may, not later than November 27, 1978, at 
5:30 p.m., submit to the Commission in writing a 
request for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request 
that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 10466/November 1, 1978 


In the Matter of 


ANCHOR INCOME FUND, INC. 
Westminster at Parker 
Elizabeth, New Jersey 07207 


(811-34) 


NOTICE OF APPLICATION PURSUANT TO SECTION 
8(f) OF THE ACT FOR AN ORDER DECLARING THAT 
APPLICANT HAS CEASED TO BE AN INVESTMENT 
COMPANY 


NOTICE IS HEREBY GIVEN that Anchor Income Fund, 
Inc. (“Applicant”), a Delaware corporation registered 
under the Investment Company Act of 1940 (‘‘Act”) as 
a diversified, open-end management company, filed 
an application on October 5, 1978, pursuant to 
Section 8(f) of the Act, for an order of the 
Commission declaring that Applicant has ceased to 
be an investment company as defined in the Act. All 
interested persons are referred to the application on 
file with the Commission for a statement of the 
representations contained therein, which are sum- 
marized below. 


Applicant asserts that it registered under the Act 
(under the name “New York Stocks, Inc.”) on 
October 24, 1940, and later filed a registration 
statement pursuant to the Securities Act of 1933 
(under the name “Diversified Funds, Inc.”) with 
respect to 1,000,000 shares of capital stock. Such 
registration statement, as amended, was declared 
effective on April 1, 1954, and an initial public offering 
was commenced thereafter (under the name 
“Diversified Investment Fund, Inc.”). Applicant states 
that on July 31, 1978, it merged with The Income Fund 
of America, Inc. (“Fund”), a registered, open-end 
investment company incorporated under the laws of 
Delaware. Applicant further states that the merger was 
approved by the holders of more than a majority of the 
outstanding shares of Applicant, in accordance with 
Delaware law. Under the laws of the State of 
Delaware, Applicant’s separate existence ceased upon 
effectiveness of the merger. 


Applicant represents that it is not now engaged, and 
does not propose to engage, in any business activities 
other than those necessary for the winding-up of its 
affairs. According to the application, title to all of 
Applicant’s portfolio securities and other assets was 
vested in the Fund upon effectiveness of the merger. 
Applicant submits that the only consideration from 
the Fund consisted of shares of its capital stock equal 
in value to the value of Applicant’s net assets. 


Section 8(f) of the Act provides, in part, that when the 
Commission, upon application, finds that a registered 
investment company has ceased to be an investment 
company, it shall so declare by order and, upon the 
effectiveness of such order, the registration of such 
company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested per- 
son may, not later than November 27, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon the Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney- 
at-law, by certificate) shall be filed contempora- 
neously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act. 
an order disposing of the application will be issued as 
of course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


For the Commission, by the Division of Investment 
Mangement, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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Release No. 645/October 31, 1978 


In the Matter of 


HIGHLAND INVESTMENT CORPORATION 
P.O. Box 11087 
Memphis, Tennessee 38111 


(803-10) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 206A OF THE ACT FOR ORDER GRANTING 
EXEMPTION FROM ALL PROVISIONS OF THE ACT 
EXCEPT THE EXAMINATION PROVISIONS OF 
SECTION 204, CERTAIN RECORDKEEPING RE- 
QUIREMENTS OF RULE 204-2, AND SECTION 206 


NOTICE IS HEREBY GIVEN that Highland Investment 
Corporation (“Applicant”), a Delaware corporation, 
has filed an application on January 25, 1978, and 
amendments thereto on June 12 and August 30, 1978, 
pursuant to Section 206A of the Investment Advisers 
Act of 1940 (“Act”), for an order of the Commission 
exempting Applicant from all provisions of the Act 
except the examination provisions of Section 204, 
certain recordkeeping requirements of Rule 204-2 
under Section 204, and the anti-fraud provisions of 
Section 206. Applicant contends that the purposes 
and policies of the Act do not require that it comply 
fully with the Act’s provisions since it is a family- 
controlled corporation which provides investment 
advice solely for the benefit of family-related clients 
and not to the general public. All interested persons 
are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Applicant was incorporated on September 8, 1978 by 
Mr. Abe Plough of Memphis, Tennessee. Applicant 
claims that it was organized for the purpose of 
providing advice and recommendations to its clients 
with respect to investments and reinvestments of 
securities in order to achieve and maintain balanced 
investment portfolios and in order to implement 
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certain tax planning programs. Applicant states that 
its clients are and will be expressly limited to Union 
Planters National Bank of Memphis and National Bank 
of Commerce, the two corporate trustees of certain 
trusts created for the benefit of members of the family 
of Mr. Plough (but solely in respect of the corporate 
trustees’ administration of the assets of such trusts), 
The Memphis-Plough Charitable Trust (“MPCT”), a 
private Plough family charitable trust, and Plough 
Investment Corporation (“PIC”), a family-controlled 
personal holding company. The Applicant further 
states that no investment advice will be offered or 
provided to the general public. 


The two corporate trustees act as trustees of twenty- 
two family trusts, all but one of which are irrevocable, 
for the benefit of no more than thirty-one family 
members—the furthest relation from Mr. Plough being 
great nieces and nephews and step-grandchildren. 
Applicant states that if the interest of any beneficiary 
of the family trusts is divested by death, such interest 
shall pass to that beneficiary’s issue, or if no issue is 
then surviving, then to other members of the Plough 
family or to MPCT. The Applicant also asserts that 
Mr. Plough is the sole donor of MPCT’s assets and 
that a majority of MPCT’s board of trustees is 
comprised of Plough family members. The Applicant 
further asserts that all of the outstanding shares of 
PIC’s preferred and common stock is held by MPCT 
and the two corporate trustees for the benefit of 
various Plough family members. The Applicant 
represents that each adult beneficiary of the family 
trusts will consent in writing to the investment 
advisory contracts proposed to be entered into 
between the Applicant and the two corporate trusts. 


The Applicant states that Mr. Plough owns all of the 
outstanding capital stock of the Applicant and that all 
of the members of the board of directors of the 
Applicant and all officers of the Applicant, with the 
exception of the Secretary and Treasurer, are 
members of the Plough family. Applicant indicates 
that Jocelyn Plough Rudner, Mr. Plough’s daughter, is 
President of Applicant, and that it is anticipated that 
Mrs. Rudner will succeed to Mr. Plough’s entire stock 
ownership interest in Applicant. Applicant represents 
that it employes or will employ approximately two 
persons who are not members of the Plough family to 
provide technical research and analysis to the board 
of directors of Applicant. In addition, Applicant states 
that these persons will perform administrative 
functions on behalf of Applicant. Applicant claims, 
however, that Applicant’s board of directors will make 
all final decisions as to investment advice and recom- 
mendations offered to Applicant’s clients. 


According to the application, technical research and 
analysis by such professional persons would include 
the review of current industrial, governmental, 
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financial and monetary trends and the recommenda- 
tion from time to time to buy, sell or hold specific 
securities. These persons will also provide statistical 
information to the board of directors of Applicant as 
to the composition of the assets of the various trusts 
and the personal holding company (such as current 
values, amounts of income and_principal, etc.), and 
they will verify the actions of the corporate trustees in 
effectuating purchases and sales of securities. They 
will also act as a liaison between members of the 
Plough family and the corporate trustees. 


Applicant represents that the employment of these 
persons was solicited by representatives of Applicant 
and they did not in any way initiate contact with 
Applicant, or offer their services to Applicant. 
Applicant also asserts that it is understood between 
such persons and Applicant that they will not provide 
services or information of the type provided to 
Applicant to any person outside the Plough family 
group, so long as they are employed by Applicant. 


The Applicant states that it will receive as 
compensation for its service out of the income of the 
trusts only a reimbursement of expenses actually 
incurred by it in connection with the rendering of 
investment advisory services to its clients, that in no 
event will the Applicant receive any compensation 
which will result in a profit to the Applicant, and that 
neither Mr. Plough nor Mrs. Rudner will receive any 
compensation from the Applicant. Further, Applicant 
claims that no bonuses or additional compensation 
will be paid to any of Applicant’s employees based 
upon the performance of the securities of Applicant’s 
clients. 


The Applicant states that it has received an order from 
the Commissioner of Insurance of the State of 
Tennessee dated September 29, 1977, declaring 
Applicant not to be an investment adviser under the 
Tennessee securities laws based upon essentially the 
same facts as are described in the application on file 
with the Commission. 


Applicant agrees to comply only with the examination 
provisions of Section 204, the recordkeeping require- 
ments contained in subparagraphs (1) through (6) and 
subpargraphs (9), (10) and (12) of Rule 204-2(a) 
under Section 204 of the Act, and with the other 
provisions of Rule 204-2 to the extent they relate to 
the requirements of subparagraphs (1) through (6) and 
subparagraphs (9), (10) and (12) or Rule 204-2(a), and 
with the anti-fraud provisions of Section 206, to the 
extent they may be applicable. In addition, however, 
Applicant states that, anything in Rule 204-2(a) to the 
contrary notwithstanding, the term ‘advisory repre- 
sentative shall not, for Applicant’s purposes, mean any 
officer or director of Applicant who is a member of the 


Plough family, except Mr. Plough or any person who 
succeeds to his stock ownership interest in Applicant, 
unless such officer or director, in connection with his 
duties, obtains any information concerning which 
securities are being recommended prior to the 
effective dissemination of such recommendations or 
of the information concerning such recommendations, 
in which event, that officer or director shall be 
deemed to be an ‘advisory representative’ under Rule 
204-2(a). Applicant contends that compliance by 
Applicant only with these provisions is appropriate in 
the public interest and consistent with the protection 
of investors because compliance with the remaining 
provisions of the Act by Applicant, a family-controlled 
adviser providing investment advisory services to the 
same family and not to the general public, is unneces- 
sary and would be unduly burdensome under the 
circumstances. 


Section 206A provides in part that the Commission, 
by order upon application, may conditionally or un- 
conditionally exempt any person, security or 
transaction, or any class or classes of persons, 
securities or transactions from any provision or 
provisions of the Act or of any rule or regulation 
thereunder, if and to the extent that such exemption 
is necessary or appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 27, 1978 at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a 
statement as to the nature of his interest, the reason 
for such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 
such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit, or in case of an attorney-at- 
law, by certificate) shall be filed contemporaneously 
with the request. As provided by Rule 0-5 of the Rules 
and Regulations promulgated under the Act, an order 
disposing of the application will be issued as of 
course following said date unless the Commission 
thereafter orders a hearing upon request or upon the 
Commission’s own motion. Persons who request a 
hearing, or advice as to whether a hearing is ordered, 
will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 
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George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 646/November 1, 1978 


In the Matter of 


FOSTER MANAGEMENT COMPANY 
One Battery Park Plaza 
New York, New York 10004 


(803-11) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 206A OF THE ACT FOR AN 
EXEMPTION FROM THE PROVISIONS OF SECTION 
205(1) OF THE ACT AND RULE 204-2(b) AND (c) 
THEREUNDER. 


NOTICE IS HEREBY GIVEN that Foster Management 
Company (“Fomanco”), a Connecticut corporation 
registered with the Commission as an investment 
adviser under the Investment Advisers Act of 1940 (the 
“Act”), filed an application on January 30, 1978, and 
an amendment thereto on October 25, 1978, pursuant 
to Section 206A of the Act, for an order (1) exempting 
Fomanco’s advisory fee arrangements with a foreign 
corporation advised by Fomanco and three separate 
venture capital entities managed by Fomanco from the 
prohibition of Section 205(1) of the Act, and (2) 
exempting Fomanco from the record keeping require- 
ments of Rule 204(b) and (c) promulgated under the 
Act, to the extent described herein. All interested 
persons are referred to the application on file with the 
Commission for a statement of the representations 
contained therein, which are summarized below. 


Fomanco asserts that it was organized in 1972 to 
engage in the venture capital business and to provide 
management services to entities engaged in the 
business of making venture capital investments. The 
outstanding capital stock of Fomanco is privately held 
by the officers and directors of Fomanco, each of 
whom is actively involved in Fomanco’s business. 
According to the application, the officers of Fomanco 
and their respective stock ownefships are as follows: 
John H. Foster (“Mr. “oster”’), President and Director, 
55%; Frank J. Hawley, Jr. (“Mr. Hawley”), Vice Presi- 
dent, Secretary and Director, 20%; and Peter T. 
Pochna (“Mr. Pochna”), Vice President Treasurer and 
Director, 25%. 


Fomanco states that it advises or manages. four 
separate companies engaged in the business of 
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making venture capital investments: Elysee Capital 
Development Corporation, S.A., a Luxembourg 
corporation (“Elysee’’); Foster and Company, a 
Connecticut limited partnership; J. H. Foster and 
Company, a Delaware Corporation (“J. H. Foster”); 
and Business Development Capital Company, a 
Connecticut limited partnership (“BDC”; together with 
Elysee, Foster and Company and J. H. Foster, the 
“Entities”). 


Fomanco asserts that it renders investment advice to 
Elysee, a venture capital firm sponsored by, and 
closely associated with, Credit Commercial de 
France, a major European banking institution head- 
quartered in Paris, France. By agreement with Elysee, 
Fomanco is required to locate and submit prospective 
venture capital investments in the United States to 
Elysee’s Board of Directors, which makes the invest- 
ment decision. If Elysee elects to invest, Fomanco 
monitors the investment and assists in its develop- 
ment through the rendering of entrepreneurial 
services, although any decision to sell an investment 
is made by Elysee, not Fomanco. Fomanco submits 
that in return for these services, Fomanco receives an 
annual retainer of $30,000, from which Fomanco must 
bear all its expenses associated with Elysee’s opera- 
tion, and a 15% participation in Elysee’s net invest- 
ment gain (loss) (as defined below) from investments 
recommended by Fomanco. 


Foster and Company, formed in 1972, has 13 limited 
partners whose capital contributions aggregate 
$1,050,000. Foster & Company, of which Fomanco 
and Mr. Foster are general partners, is fully invested 
in non-control venture capital situations. Fomanco 
asserts that it is responsible for all investment 
decisions as well as day-to-day management of the 
partnership. 


J. H. Foster, formed in 1973, is a federally licensed 
Small Business Investment Company engaged in 
the business of making non-control investments in 
venture capital situations. Fourteen stockholders, 
including Foster and Company, have invested an 
aggregate of $2,591,800 and own all of J. H. Foster’s 
issued and outstanding Class A common stock. 
Fomanco states that Foster and Company owns 
approximately 28.9% of the Class A common stock. 
According to the application, (1) all of the outstanding 
Class B common stock of J. H. Foster is owned by 
Fomanco, and (2) Fomanco paid a nominal considera- 
tion of $.01 per share, of $864.71 in the aggregate, for 
its shares of Class B common stock. J. H. Foster’s 
equity capital has been leveraged with $2 million of 
debentures guaranteed by the Small Business 
Administration. 


By agreement with J. H. Foster, Fomanco is respon- 
sible for day-to-day management of J. H. Foster and 
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for making investment recommendations to, and 
implementing the investment decision of, the J. H. 
Foster Board of Directors which, Fomanco asserts, 
has ultimate investment authority. As discussed 
below, Fomanco is compensated for such services 
through its ownership of Class B stock. 


BDC, formed in 1976, has 28 limited partners, 
including Foster and Company, whose capital contri- 
butions total $7,650,000. Unlike Foster and Company 
and J. H. Foster, which are engaged in the traditional 
venture capital business of making minority 
investments (less than 20%) in portfolio companies, 
BDC will, according to the application, almost invari- 
ably acquire at least 80% of the equity securities of 
its portfolio companies. According to the application, 
Fomanco is a general partner of BDC and is respon- 
sible for all investment decisions as well as the 
day-to-day management of the partnership. 


Fomanco asserts that its advisory fee arrangements 
with Foster and Company, J. H. Foster and BDC are 
essentially similar, providing for (1) annual 
compensation to cover expenses incurred by Fomanco 
in discharging its management duties (‘Annual 
Compensation Fee”), and (2) an incentive fee equal to 
a percentage of each company’s net investment gain 
(loss), payment of such fee being contingent upon all 
investors’ receiving distributions equal to their capital 
contributions (“Incentive Fee”). Fomanco states that 
net investment gain of a company is determined in 
accordance with generally accepted accounting princi- 
pals and consists of the remainder of (i) the sum of 
realized and unrealized investment gain less (ii) the 
sum of realized and unrealized investment loss. Such 
gain or loss is determined, Fomanco submits, by 
subtracting the fair market value of each investment in 
the company’s portfolio at the beginning of the 
accounting period from the fair market value of such 
investment at the end of the accounting period. 


With regard to the Annual Compensation Fee, 
Fomanco submits the following information. Pursuant 
to the management contract between J. H. Foster and 
Fomanco’s annual compensation is currently $214,500. 
Fomanco asserts that because more than 90% of 
Foster and Company’s investment portfolio consists of 
its investments in J. H. Foster and BDS, 
equal to 3% of the aggregate of the limited partners’ 
capital accounts, determined exclusive of unrealized 
gain but inclusive of unrealized loss. With BDS’s 
capital contributions aggregating $7.65 million, 
Fomanco’s annual compensation is currently 

$214,500. Fomanco asserts that because more than 
90% of Foster and Company’s investment portfolio 
consists of its investments in J. H. Foster and BDS, 
Foster and Company does not contribute to 
Fomanco’s salary and overhead expenses. Expenses 
which are annually reimbursed by Foster and 


Company to Fomanco consist principally of legal and 
accounting expenses directly allocable to Foster and 
Company. Historically, these expenses have averaged 
$3,000 per annum. 


As a consequence of the Annual Compensation Fee 
payments from J. H. Foster and BDS, Fomanco will 
receive approximately $464,500 in annual compensa- 
tion from which it will be required to bear all its 
expenses. According to the application, approxi- 
mately two-thirds of this amount will be consumed in 
salary expense for Fomanco’s principals and 
employees. The remaining one-third has been 
budgeted for general overhead expenses of which the 
major categories are rent, travel and entertainment, 
communications, and legal and accounting expenses. 


With regard to the Incentive Fee, Fomanco submits 
the following information. The Foster and Company 
agreement of limited partnership provides that the net 
investment gain (loss) of Foster and Company, other 
than net investment gain (loss) attributable to Foster 
and Company’s investments in J. H. Foster and BDC, 
is allocated 15% to Mr. Foster, as general partner, 
10% to Fomanco, as general partner, and 75% to the 
limited partners of Foster and Company, pro rata 
according to their respective capital accounts. Foster 
and Company’s net investment gain (loss) from its 
investments in J. H. Foster and BDC is allocated 
100% to the limited partners. According to the 
application, neither Mr. Foster nor Fomanco is 
entitled to receive a distribution from Foster and 
Company until the limited partners have received 
distributions equal to their capital contributions to 
Foster and Company. As a consequence of the fact 
that Foster and Company is largely invested in J. H. 
Foster and BDC, the Incentive Fee arrangements 
described above operate with respect to one invest- 
ment representing less than 10% of Foster and 
Company’s portfolio. That investment is currently 
valued at $100,000. 


The certificate of incorporation of J. H. Foster 
provides that net investment gain (loss) is allocated 
75% to the Class A common stock and 25% to the 
Class B common stock. Fomanco asserts that no divi- 
dends may be declared or paid on the Class B 
common stock until the holders of the Class A 
common stock have received dividends equal to their 
capital contributions to J.H. Foster. Upon liquidation, 
the holders of the Class A common stock are entitled 
to receive preferential distributions equal to their 
capital contributions (less any dividends theretofore 
received), before Fomanco, as the holder of the Class 
B common stock, is entitled to receive a distribution 
equal to its capital contribution (less dividends 
received), and any remaining assets are distributed 
75% to the Class A common stock and 25% to the 
Class B common stock. 
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The BDC agreement of limited partnership provides 
that BDS’s net investment gain (loss), is credited or 
charged 75% to the capital accounts of the limited 
partners and 25% to the capital account of Fomanco. 
According to the application, Fomanco is not entitled 
to receive a distribution from BDC in respect to its 
capital account until the limited partners have 
received distributions equal to their capital contribu- 
tions to BDC. 


Fomanco states that the Incentive Fee is allocated to 
it annually. The allocation results in a credit (or 
charge) to Fomanco’s capital account in the case of 
Foster and Company and BDC and to the retained 
earnings account of J. H. Foster. In the cases of 
Foster and Company and BDC, distributions to the 
limited partners will result in an offsetting charge to 
the limited partners’ capital accounts and after the 
limited partners have recovered their capital 
contributions further distributions to the limited 
partners and Fomanco will be made pro rata according 
to the remaining balances of their capital accounts. In 
the case of J. H. Foster, distributions on the Class A 
common stock will be charged against retained 
earnings allocable to the Class A common stock. 
Fomanco asserts that neither Foster and Company 
nor J. H. Foster has made regular distributions to its 
investors. According to the application, BDC 
anticipates that it will make annual distributions to its 
investors of approximately 5% of their capital contri- 
butions. 


Other than the fee arrangements described above, 
Fomanco asserts that it receives no remuneration 
from any of the Entities or the investors therein. 
However, Fomanco does reserve the right to charge 
the Entities’ portfolio companies for management 
consulting services or investment banking services 
separately contracted for by such portfolio companies 
at rates prevailing in the marketplace. Fomanco 
claims that such remuneration is subject, in the case 
of J. H. Foster’s portfolio companies, to the prior 
approval of the Small Business Administration and is 
received as income to J. H. Foster and not Fomanco. 
In the case of BDC, such remuneration cannot exceed 
$65,000 annually for any single portfolio company and 
$175,000 annually for all portfolio companies. 


The contributions to Foster and Company, J. H. 
Foster and BDC to date aggregate $10,200,000 after 
eliminating Foster and Company’s investment of 
$750,000 in J. H. Foster and $350,000 in BDC. Of this 
amount, $450,000, or approximately 4.4%, have 
been invested by Fomanco’s three principals. 
Fomanco submits that Mr. Foster has_ invested 
$150,000, Mr. Hawley has invested $50,000, and Mr. 
Pochna has invested $250,000. Fomanco asserts that 
the investments of each of those three principals of 
Fomanco represents a material portion of his 
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individual net worth and that, as a group, those 
principals have invested in each of those three 
companies. Fomanco submits that, prior to the 
dissolution of BDC, Foster and Company and J. H. 
Foster, none of these principals shall withdraw any 
part of his investment in those companies absent a 
material adverse change in his circumstances, except 
through such principal’s pro rata participation in 
distributions to all of the investors in such company. 
The other two principals of Fomanco will determine 
what constitutes a “material adverse change in 
circumstances.” In the event of such an adverse 
change and withdrawal of part of a principal’s 
investment, Fomanco states that it will promptly 
inform the Commission of such facts and circum- 
stances, and agrees the Commission shall have the 
opportunity to reconsider the exemption requested 
hereby. 


Fomanco’s management agreement with J. H. Foster 
is subject to annual renewal. Fomanco submits that in 
the event of termination or non-renewal of Fomanco’s 
management agreement, J. H. Foster shall have the 
option to purchase all, but not less than all, of the 
outstanding Class B common stock of J. H. Foster 
owned by Fomanco for its fair market value deter- 
mined on the date upon which the option is exercised. 
If the termination or non-renewal is due to change in 
ownership of a substantial amount of the Class A 
common stock of J. H. Foster, Fomanco states that it 
shall have the option to require J. H. Foster to 
purchase all, but not less than all, of the Class B 
common stock of J. H. Foster owned by Fomanco for 
its fair market value determined on the date upon 
which the option is exercised. In either case, the fair 
market value of the Class B common stock will be 
determined initially by the Audit Commitee of the 
Board of Directors of J. H. Foster. If Fomanco 
disagrees with the determination of the Audit 
Committee, fair market value will be determined by a 
panel of three independent appraisers, one to be 
selected by each of J. H. Foster and Fomanco and the 
third to be chosen by the two so selected, in appraisal 
proceedings conducted in accordance with the rules of 
the American Arbitration Association. 


Fomanco states: that its capital investment in each of 
Foster and Company, J. H. Foster and BDC is 
minimal, Fomanco having paid a nominal amount for 
its general parinership interests in Foster and 
Company and BDC for its shares of Class B common 
stock in J. H. Foster. Fomanco states that it is neither 
a limited partner of Foster and Company or BDC nora 
holder of Class A common stock of J. H. Foster. 


Fomanco asserts that the interests in Foster and 
Company, J. H. Foster and BDC have been privately 
placed with 42 individuals, institutions and family 
groups. According to Fomanco, each of those 
investors (excluding Fomanco’s principals and 











members of their families) has a net worth in excess 
of $1 million and in no event does any investor’s 
investment exceed 10% of his or its net worth. 
Fomanco claims that the investors have close ties to 
the financial community and substantial prior invest- 
ment experience. 


Fomanco has agreed, as a condition to the order it 
seeks, that any future sales of limited partnership 
interests in Foster and company or BDC, or of shares 
of Class A common stock of JHF, will be sold only to 
sophisticated investors in reliance upon the 
provisions of Section 4(2) of the Securities Act of 
1933. Fomanco states that, at the present time, it has 
no intention of adding additional investors to Foster 
and Company, J. H. Foster or BDC. 


Investors in Foster and Company and BDC have no 
right to dispose of their limited partnership interests 
without the consent of Fomanco until ten years after 
the inception of the partnership, at which time, 
Fomanco submits, such partners have an annual 
option to retire from the partnership. Investors in JHF 
may transfer their shares of Class A common stock 
provided the proposed transfer is in compliance with 
the Securities Act of 1933. 


Fomanco prepares annual reports with respect to each 
of the three venture capital entities managed by 
Fomanco, including financial statements certified by 
Price Waterhouse & Co., which are mailed to the 
respective investors. Fomanco asserts that it does not 
prepare or transmit, to any of the investors in the 
three Entities managed by Fomanco, reports of an 
advisory nature containing recommendations with 
respect to investments. 


According to the application, (1) Fomanco does not 
advise or manage any client other than the Entities, 
and (2) any future clients Fomanco advises or 
manages will be primarily engaged in the business of 
making venture capital investments. 


Fomanco claims that it is not affiliated with any 
securities broker or dealer and does not function as 
either a broker or a dealer with respect to investments, 
or disposition of investments, by the Entities. 


Section 205(1) of the Act, in pertinent part, prohibits a 
registered investment adviser from entering into or 
performing any investment advisory contract which 
provides for compensation to the investment adviser 
based on a share of capital gains upon or capital 
appreciation of the funds or any portion of the funds of 
the client. Accordingly, Fomanco requests an order 
exempting its fee arrangements with the Entities from 
the provisions of Section 205(1) of the Act. 


Rule 204-2(b) and (c) promulgated under the Act 
require a registered investment adviser having custody 
or possession of a client’s securities and rendering 


investment supervisory or management services to a 
client, respectively, to maintain designated books and 
records with respect to such client. Fomanco asserts 
that it maintains the designated books and records for 
each of Foster and Company and BDC, rather than for 
the limited partners thereof. Accordingly, Fomanco 
requests an order exempting Fomanco from the 
provisions of Rule 204-2(b) and (c) promulgated under 
the Act to the extent that such provisions would 
otherwise require Fomanco to maintain the designated 
books and records with respect to each such limited 
partner. 


Fomanco contends that the legislative policies under- 
lying Section 205(1) of the Act are to protect the 
unsophisticated investor-advisee from overreaching 
and excessive risk taking by investment advisers, and 
are not applicable to venture capital situations 
generally or to Fomanco in particular. 


Fomanco advances a number of arguments in support 
of its position that the fee arrangements for which an 
exemption from Section 205(1) of the Act is sought 
will not encourage Fomanco to teke undue risks with 
the funds which have been invested in the Entities, as 
follows. First, each of the Entities was formed for the 
express purpose of making venture capital invest- 
ments, a high-risk, high reward activity. The risks of 
venture capital investing are inherent in the activity; 
they are not, according to Fomanco, appreciably 
affected by the management fee arrangements. The 
investors in each of the Entities are, Fomanco 
asserts, seasoned venture capitalists who have 
deliberately sought the risks of venture capital 
investing because of the unusual opportunity for 
substantial capital gains. Second, Fomanco’s 
principal source of net income will be its Incentive 
Fees. Fomanco’s success is dependent upon the 
successful deployment of the Entities’ funds. Undue 
speculation by Fomanco would substantially increase 
the risk of Fomanco’s receiving no performance fees 
for its efforts. Third, the illiquidity and long-term 
nature of venture capital investments preclude the use 
of speculative securities market strategies regardless 
of the fee arrangement. 


As a fourth argument, Fomanco contends that the 
likelihood of speculative abuse is not increased by its 
fee arrangements with Foster and Company, J. H. 
Foster and BDC because Fomanco is not entitled to 
draw against its incentive compensation as earned. 
The fee arrangements with those companies require a 
return of capital to the investors prior to any distribu- 
tions of incentive compensation to Fomanco. Fifth, 
Fomanco argues that its fee arrangements will not 
promote undue risk taking because Fomanco’s princi- 
pals have committed substantial portions of their 
individual net worths to the entities managed by 
Fomanco. 
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Finally, and, according to Fomanco, most important- 
ly, all venture capital investment managers must esta- 
blish and maintain a credible performance record or 
they will be unable to attract clients from the relatively 
small and sophisticated group of potential venture 
capital investors. Fomanco, regardless of its fee 
arrangements, could not afford the consequences of a 
poor performance record occasioned by imprudent 
speculation with funds entrusted to its stewardship. 


Fomanco asserts that an exemption for its fee 
arrangements is appropriate because the investors in 
the Entities are sophisticated persons of substantial 
means who have actively sought a high-risk invest- 
ment. It further asserts that the Commission should 
grant the exemption it seeks because the venture 
capital investment management function is markedly 
different from that of other investment advisers. 
Fomanco states that the evaluation and selection of a 
venture capital investment is only the first step in the 
process of managing a client’s account. According to 
the application, (1) Fomanco closely monitors the 
performance of the Entities’ portfolio companies 
through frequent meetings with various members of 
the portfolio companies’ management teams; (2) 
Fomanco’s principals usually serve on the Boards of 
Directors of those portfolio companies; (3) Fomanco 
participates with management in budgeting, financ- 
ing, acquisition programs, marketing strategy, 
expansion and relocation programs and management 
recruitment and replacement. In the case of 
BDC, which purchases controlling positions in 
companies, Fomanco asserts that its principals 
frequently become officers of the portfolio compa- 
nies. Fomanco states that these functions are entre- 
preneurial in nature and have nothing to do with the 
giving of investment advice. 


Fomanco argues that in order to entice competent 
venture capital managers to assume an active role in 
their portfolio companies and to take the risk that 
their substantial endeavors over a protracted period of 
time may be for naught, the potential compensation 
must be uniquely substantial. The limited perform- 
ance based fee exception to Section 205(1) of the Act, 
which permits, generally, investment advisory fees 
which increase and decrease proportionally with 
investment performance (as measured against an 
appropriate index), is not available to Fomanco since, 
Fomanco asserts, there is ‘no generally recognized 
index against which such performance can be 
measured. Therefore, Fomanco claims that the only 
alternative fee arrangement permitted by Section 
205(1) of the Act is the standard fee consisting of a 
fixed percentage of assets annually. 


According to Fomanco, however, the normal fixed 
percentage fee for investment advisers is not adequate 
compensation for venture capital management. 
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Venture capital pools must be relatively small, partic- 
ularly when compared to mutual funds. Otherwise, 
size constrains operations. Fomanco asserts that in 
order to generate sufficient fees to compensate the 
management company, a prohibitively high percen- 
tage fee would be required, such as 10% or more of 
invested capital annually. Because the portfolio 
companies would be unable to make annual distribu- 
tions sufficient to defray such a high fee, Fomanco 
argues, a significant portion of the investors’ capital 
contributions would be required to be segregated in 
an interest bearing account to be drawn on to pay the 
management fee and would not be committed to the 
client’s investment objectives. The rate of return 
which would be required on the reduced pool in order 
to restore the investor's capital and reward the 
investor for the risks of venture capital investing 
would, Fomanco claims, be unrealistic and 
unattainable. Thus, Fomanco believes that its fee 
arrangements are the most satisfactory means of 
compensation available. Without the incentive of a 
performance fee based upon capital appreciation, 
many venture capital management companies would, 
according to Fomanco, cease operations and an 
important segment of the capital markets would be 
adversely affected. 


With regard to Rule 204(b) and (c), Fomanco 
reconciles annually the capital accounts of the 
individual limited partners, and, as a condition to the 
order it requests, Fomanco agrees to continue to 
maintain records of the capital accounts of the 
individual limited partners. Fomanco contends that it 
is impractical and unduly burdensome to require it to 
prepare and maintain individual books and records for 
each limited partner on an ongoing basis. 


Section 206A of the Act provides, in pertinent part, 
that the Commission, by order upon application, may 
conditionally or unconditionally exempt any person or 
transaction, or any class or classes of persons or 
transactions, from any provision or provisions of the 
Act, or any rules promulgated thereunder, if and to 
the extent that such exemption is necessary or appro- 
priate in the public interest and consistent with the 
protection of investors and the purposes fairly 
intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested 
person may, not later than November 24, 1978, at 5:30 
p.m., submit to the Commission in writing a request 
for a hearing on the matter accompanied by a state- 
ment as to the nature of his interest, the reason for 
such request, and the issues, if any, of fact or law 
proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be 
addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of 











such request shall be served personally or by mail 
upon Applicant at the address stated above. Proof of 
such service (by affidavit or, in the case of an 
attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated 
under the Act, an order disposing of the application 
will be issued as of course following said date unless 
the Commission thereafter orders a hearing upon 
request or upon the Commission’s own motion. 
Persons who request a hearing, or advice as to 
whether a hearing is ordered, will receive any notices 
and orders issued in this matter, including the date of 
the hearing (if ordered) and any postponements 
thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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Litigation Release No. 8577/October 27, 1978 


SECURITIES AND EXCHANGE COMMISSION v. DATA 
SYSTEMS, INC. (United States District Court for the 
District of Columbia) Civil Action No. 78-2039 


The Commission announced today that it filed in the 
United States District Court for the District of 
Columbia a civil injunctive action against Data 
Systems, Inc. (“Data”), alleging violations of the 
reporting provisions of the Federal securities laws and 
seeking a Judgment of Permanent Injunction and 
Other Relief. 


The Commission’s Complaint alleged that data has 
failed to file its Quarterly Report on Form 10-Q for its 
fiscal quarter ended July 31, 1978 required to have 
been filed with the Commission by September 14, 
1978. Further, the Complaint charged that Data, as 
part of a continuing course of violative conduct 
extending over several years, has failed to timely file 
certain of its Annual Reports and Quarterly Reports 
required to have been filed with the Commission. 


The Commission’s Complaint requests that the Court 
order Data to file forthwith with the Commission its 
Quarterly Report on Form 10-Q for its fiscal quarter 
ended July 31, 1978. Further, the Commission 
requested that the Court enjoin Data from further 


violations of the reporting provisions of the federal 
securities laws. ’ 





Litigation Release No. 8578/October 27, 1978 


SEC v. SHELBY BOND SERVICE CORPORATION, ET 
AL. 


W. D. TENN. C-77-2236 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on October 2, 1978, Honorable Robert 
M. McRae, Jr., Judge of the United States District 
Court for the Western District of Tennessee, at 
Memphis, entered an order permanently enjoining 
Charles M. Beale of Memphis from further violations 
of the anti-fraud provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934. Beale 
consented to the entry of the order without admitting 
or denying the allegations of the complaint. Beale has 
been subject to a preliminary injunction since May 27, 
1977. The complaint charged that Beale, while 
president and a director of Shelby Bond service Corp., 
offered and sold municipal securities at excessive 
mark-ups, engaged in adjusted trades,and misrepre- 
sented the financial condition of issuers of securities 
and the speculative nature of an investment in such 
securities. (For additional information see Litigation 
Release No. 7965.) 





Litigation Release No. 8579/October 27, 1978 


SEC v. J. WAYNE HAWS (USDC UTAH) (CR-78-00056) 
(transferred to USDC CALIFORNIA Central District) 
(CR-78-810) 


Robert H. Davenport, Administrator of the Denver 
Regional Ofice of the United States Securities and 
Exchange Commission, announced that on October 
16, 1978, J. Wayne Haws of Huntington Beach, 
California, was sentenced for criminal contempt 
violations of an injunction restraining him from further 
violations of federal securities laws. The Honorable 
William Matthew Byrne. U.S. District Court Judge for 
the Central. District of California, suspended 
imposition of sentence and placed Haws on one year 
summary probation and fined Haws $1,000. The 
sentencing was the result of a September 18 guilty 
plea to two counts of a five-count indictment charging 
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Haws with criminal contempt violations of an order of 
permanent injunction issued by Judge Aldon J. 
Anderson of the U.S. District Court’s Northern 
Division of Utah on June 26, 1973, against Haws and 
others. 


For further information, see Litigation Release No 
8394. 





Litigation Release No. 8580/October 27, 1978 


SEC v. HAMMON CAPITAL MANAGEMENT CORPOR- 
ATION, ET AL. (USDC COLORADO, Civil Action File 
No. 78-1074) 


Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange 
Commission, announced that on October 17, 1978, in 
connection with a Complaint, Application for 
Temporary Restraining Order and Motion for Prelimi- 
nary Injunction filed by the Commission, a Temporary 
Restraining Order was entered in the United States 
District Court for the District of Colorado by Chief 
Judge Fred M. Winner, restraining Hammon Capital 
Management Corporation and Gabe Hammon, Presi- 
dent of Hammon Capital Management Corporation, 
from refusing to permit representatives of the Securi- 
ties and Exchange Commission to make an examina- 
tion of the books and records of Hammon Capital 
Management Corporation in violation of certain 
provisions of the Investment Advisers Act of 1940 as 
alleged in the Complaint. The Court further ordered 
Hammon Capital Management Corporation and Gabe 
Hammon to instanter make all records of Hammon 
Capital Management Corporation available for 
examination. 





Litigation Release No. 8581/October 27, 1978 


U.S. v. MICHAEL WILLIAM STRAND (U.S.D.C., 
District of Utah, CR-78-91) 


Ronald Rencher, United States Attorney for the 
District of Utah, and Robert H. Davenport, Admini- 
strator of the Denver Regional Office of the Securities 
and Exchange Commission, today announced that 
Michael William Strand, Salt Lake City, Utah, was 
found guilty by a federal jury on October 14, 1978 of 
one count of fraud in the sale of securities of Epoch 
Corporation and one count of subscribing a false tax 


70/SEC DOCKET 


return. Earlier, Judge Veale Payne, dismissed a third 
count alleging interstate transportation of stolen 
property. The Court will impose sentence at a later 
date. 


For further information see Litigation Release No. 
8489. 





Litigation Release No. 8582/October 27, 1978 


SEC v. HOWARD R. WATROUS, WILLIAM JAMES 
BALDWIN, LIVING DYNAMIC INTERNATIONAL, INC., 
LDI SECURITIES, INC., LDI PROPERTY INVESTORS I, 
LDI FINANCIAL SERVICES, LDI PROPERTY MAN- 
AGEMENT, LDI READING INSTITUTE, INC., LDI 
LEASING CORP., LDI REALTY CORP., BELLI- 
BUTTON, INC., LD! MARKETING-A, LDI MARKETING 
SERVICES INTERNATIONAL, INC., ENCOUNTERS, 
INC., AND LDI LEASING-I (United States District 
Court, Central District of California, Civil Action No. 
78 3786-RUT) 


Gerald E. Boltz, Administrator of the Los Angeles 
regional Office of the Securities and Exchange 
Commission today announced that on October 3, 
1978, an injunctive complaint was filed in the United 
States District Court at Los Angeles naming as defen- 
dants Howard R. Watrous of Thousand Oaks, Cali- 
fornia, (Watrous), William James Baldin of Los 
Angeles, California, (Baldwin), Living Dynamic Inter- 
national, Inc. (LDI), LD! Securities, Inc. (Securities, 
Inc.), LD! Property Investors-l, a limited partnership 
(Property Investors-l), LDI Financial Services (Finan- 
cial), LDI Property and Management (Management), 
LDI Reading Institute, Inc. (Reading), LDI Leasing 
Corp. (Leasing), LDI Realty Corp. (Realty), Bellibutton 
Inc. (Bellibutton), LDI Marketing Services Interna- 
tional, Inc. (LDIM), Encounters, Inc. (Encounters) and 
LDI Leasing-I, a limited partnership (Leasing-l). The 
action seeks a preliminary and permanent injunction 
against the defendants for the violations of the 
registration and anti-fraud provisions of the Securities 
Act of 1933 (Securities Act) and the Securities 
Exchange Act of 1934 (Exchange Act) in connection 
with the offer and sale through financial seminars of 
unregistered securities in the form of limited partner- 
ship interests, promissory notes and common stock 
in investments and business ventures controlled, 
managed and owned by defendants. In addition, the 
complaint allegegs violations by Watrous, Baldwin, 
LDI and Financial of the registration provisions of the 
Investment Advisers Act of 1940 in connection with 
their counselling clients and making recommenda- 
tions concerning the purchase of securities. 


e 


Contemporaneous with the filing of the Complaint, 
the defendants consented, without admitting or 
denying the allegations, to the Court’s entry of final 
judgments of permanent injunctions, consistent with 
the allegations as set forth in the Complaint. 


In addition, simultaneously with the filing of the 
Commission’s complaint, the California Department 
of Corporations filed a complaint in the California state 
Superior Court, in Los Angeles, alleging similar viola- 
tions of state securities laws. The defendants, without 
admitting or denying the allegations of the Complaint 
consented to the entry of Final Judgments of 
Permanent Injunction. Furthermore, the California 
department of Corporations is seeking ancillary relief 
in the form of a Court appointed trustee to gather and 
liquidate the assets of defendants acquired through 
the above offerings. 





Litigation Release No. 8583/October 27, 1978 


SEC v. INTERNATIONAL POSTAL SYSTEMS, INC. ET 
AL. WC 78-14S (N.D. Miss.) 


Michael J. Stewart, Administrator of theFort Worth 
Regional Office of the Securities and Exchange 
Commission, today announced that on October 10, 
1978, Federal District Judge Orma R. Smith, Corinth, 
Mississippi, signed an Order of Permanent Injunction 
with respect to James Milton Tripp, Mountain Home, 
Arkansas. 


Tripp consented to the Order of Permanent Injunction 
without admitting or denying the allegations of the 
Commission’s complaint, which was filed February 
16, 1978. The complaint alleged that Tripp and others 
violated the registration and anti-fraud provisions of 
the federal securities laws in connection with the sale 
of common stock of International Postal Systems, 
Inc., Tupelo, Mississippi. 


For further information see Litigation Release No. 
8305, 8373, 8531 and 8557. 





Litigation Release No. 8584/October 27, 1978 


UNITED STATES v. ALBERT J. GEBERT 
(Dist. /Kans./Wichita Div.) (CR 75-72-CR6) 


Michael J. Stewart, Administrator of the Fort Worth 
Regional Office of the Securities and Exchange 
Commission, and James P. Buchele, United States 
Attorney for the District of Wichita, Kansas, pled 
guilty to one count of an information charging him 
with a felony vioiation of a prior court order entered 
on November 12, 1969. Gebert pled guilty to knowing- 
ly and wilfully selling unregistered securities, 
fractional undivided working interests in oil and gas 
wells, in violation of a prior court order which, among 
other things, enjoined him from further violations of 
the registration provisions of the federal securities 
laws. 


Judge Wesley Brown, federal district judge for the 
District of Kansas, Wichita Division, set sentencing 
for November 27, 1978. 





Litigation Release No. 8585/October 27, 1978 


SEC v. HERMIL, INC., ET AL. 
(M.D. Fla., Civil Action No. 71-141-Civ-Orl-Y) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, 
announced that on October 11, 1978 the Honorable 
George C. Young, Chief Judge, United States District 
Court for the Middle District of Florida, at Orlando, on 
the Commission’s motion for partial summary 
judgment, entered an order permanently enjoining 
HerMil, Inc., d/b/a Wages Bookkeeping Service, 
Herman N. Wages, Jr., and Douglas B. Koger, of 
Cocoa Beach, and John J.Leier, of Winter Park, from 
violations of anti-fraud provisions of the Securities 
Act of 1933 and the Securities Exchange Act of 1934 
in connection with offers and sales of beneficial 
interests in land trusts, or any other securities. 


The order further provided that HerMil, Inc., Wages, 
Koger and Leier file within sixty days an accounting of 
all funds received by them or their nominees in 
connection with the sales of beneficial interest in 
eight of the nine land trusts involved in this case; that 
they be disgorged of any and all profits from such 
sales, the amounts of which are to be determined by 
further orders of the subject to disgorgement and any 
books, records or other documentation pertaining 
thereto. 


The Court declined to enter a summary judgment 
against Stewart Title of Brevard, Inc., of Cocoa, on the 
ground there existed disputed material facts as to its 
participation in the alleged fraudulent scheme 
employed in the offers and sales of the beneficial 
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interests in all nine land trusts. The Court, on the 
same basis, denied summary judgment against all 
defendants with respect to their participation in the 
offers and sales of the beneficial interests in the ninth 
(“Oceanfront”) land trust. 


For additional information see Litigation Release Nos. 
5080, 5099, 5242, 5302, 5354 and 5580.) 





Litigation Release No. 8586/October 27, 1978 


SEC v. HOSPITAL CORPORATION OF AMERICA, 
(United States District Court for the District of 
Columbia) (Civil Action No. 78-2027) 


The Securities and Exchange Commission (“Commis- 
sion”) today announced the filing of a Complaint in 
the United States District Court for the District of 
Columbia against Hospital Corporation of America 
(“HCA”). HCA, a Tennessee corporation based in 
Nashville, Tennessee, is principally engaged in the 
operation and management of hospitals in the United 
states and in foreign countries. Common stock of 
HCA is listed and traded on the New York Stock 
Exchange. 


The Complaint alleges violations by HCA of the-anti- 
fraud provisions of the Securities Act of 1933 and the 
anti-fraud, reporting, and proxy provisions of the 
Securities Exchange Act of 1934 concerning 
disclosures by HCA relating to HCA’s obtaining a 
management contract from the Royal Cabinet of Saudi 
Arabia for the management of the King Faisal Special- 
ist Hospital (“Hospital”) in Riyadh, Saudi Arabia. The 
Commission also announced that HCA, without admit- 
ting or denying the allegations of the Complaint, con- 
sented to the entry of a Final Judgment of Permanent 
Injunction which enjoins HCA from violations of the 
anti-fraud provisions of the Securities Act of 1933 and 
the anti-fraud reporting and proxy provisions of the 
Securities Exchange Act of 1934 and which provides 
for other equitable relief. 


The Complaint alleges that prior to entering into a 
management contract for the Hospital, HCA was 
informed of facts which indicated, among other 
things, that payments to persons of power and 
influence in Saudi Ar-=bia would have to be made by 
HCA in connection with the management contract, 
including a 10 percent fee or commission based on 
the total annual operating cost, that the fee would 
probably have to be deposited in a bank of Switzer- 
land, and that Assem Establishment (‘“Assem”), a 
Liechtenstein entity, would represent HCA in connec- 
tion with the Hospital contract. 
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In or about mid-June 1973, HCA officials, during final 
negotiations in Geneva on the management contract, 
were introduced by the assistant to the supervisor of 
the Hospital project to the Assem representative, an 
attorney from Paris, and were told that she would be 
representing Assem in connection with the consulting 
agreement. The Complaint further alleges that on or 
about July 19, 1973, a contract was entered into 
between Assem and Hospital Corporation of America, 
Ltd. (“HCA, Ltd.”). HCA, Ltd. is a Cayman Islands 
subsidiary of HCA organized on May 29, 1973 under 
the name Hospital Corporation of the Middle East. On 
July 17, 1973 its name was changed to HCA, Ltd. 
HCA, Ltd. acted at all times at the direction of 


‘persons who were officers of HCA as well as of HCA, 


Lid. The contract provided that Assem would “provide 
advisory, consultancy and liaison services to. the 
management company in Saudi Arabia outside the 
United States with a view to assisting and facilitating 
the due performance of the management contract.” 
There were no negotiations of terms of the Assem 
contract other than a term prohibiting Assem from 
assigning the contract to a third party. On or about 
August 26, 1973, the management services contract 
for the Hospital project was executed in Riyadh, Saudi 
Arabia. 


The Complaint alleges that from in or about October 
1973 through early 1977, pursuant to the Assem 
agreement, HCA, Ltd. made payments to Assem’s 
account at a Swiss bank totaling $3,393,000 in 
connection with both the management services 
contract and certain add-on contracts between HCA, 
Ltd. and the Hospital. During the pendancy of the 
Commission’s investigation preceding this action, 
HCA, Ltd. made payments to Assem’s account of an 
additional $428,369 on or about June 13, 1977 and 
$466,922 on or about October 7, 1977. It is further 
alleged that Assem did not render any consulting or 
other services and had no employees or operations 
and no capacity to perform the services specified in 
the consulting agreement, but was merely a conduit 
for the payments to persons of power and influence in 
Saudi Arabia. 


In March 1976, HCA filed with the Commission a 
Registration Statement on Form S-7 and prospectus 
which disclosed that, contemporaneously with its 
entering into the agreement with the RCO to manage 
the Hospital, it had also entered into a contract with a 
Liechtenstein entity based in Geneva, Switzerland 
under which, as stated in such registration statement, 
“such firm is to provide advisory, consultancy and 
liaison services to (HCA).” HCA also stated in such 
registration statement and prospectus that “neither 
the owners of the consulting firm, the full extent of 
the services performed, nor the ultimate disposition of 
the fees paid under the contract are known to [HCA].” 
The Complaint alleges that prior to the filing of such 





registration statement and prospectus, members of 
the Commission’s staff met with HCA representatives, 
at HCA’s request, in or about March 1976 at which 
time HCA revealed its association with Assem, the 
consulting agreement with Assem and its relationship 
to the Hospital management contract. The Commis- 
sion’s staff subsequently conducted an_ informal 
inquiry into this matter. In the course of the meetings 
with the Commission and the informal inquiry, HCA 
represented to the Commission that, while HCA did 
not have direct knowledge of the services performed 
by Assem, it has been advised by other parties in the 
Hospital project that Assem had performed valuable 
services for HCA, and that it was HCA’s under- 
standing that the payments to Assem were legitimate 
agents’ fees and not illegal or improper. The 
Complaint alleges that HCA did not disclose to the 
Commission the information it had, including internal 
memoranda, indicating that Assem was merely a 
vehicle to make payments to persons of power and 
influence in Saudi Arabia. On March 31, 1976, on the 
basis of the representations of HCA described above, 
the registration statement was declared effective by 
the Commission. The Complaint alleges that from 
1973 through 1977, HCA filed with the Commission 
and disseminated to investors annual reports, 
registration statements and prospectuses and proxy 
statements which were false and misleading 
concerning certain of the matters described above. 


In addition to the injunctive relief outlined above, the 
settlement with HCA provided for HCA’s Audit 
Committee, acting with the assistance of its counsel 
and its independent auditors, to conduct a review of 
prior investigations by HCA of (1) direct or indirect 
payments, if any, to agents, employees, or officials of 
foreign and domestic governments and of foreign and 
domestic commercial customers during the period 
January 1, 1973 through September 30,1978, and (2) of 
the accuracy of HCA’s books and records as to the 
foregoing; HCA’s Audit Committee will conduct such 
additional investigation into these matters as is 
appropriate; and HCA’s Audit Committee will prepare 
a written report containing its findings and 
recommendations and will submit it to HCA’s Board 
of Directors. The findings and recommendations of 
the Audit Committee and any action taken by HCA 
thereon will be described in a Current Report on Form 
8-K to be filed with the Commission. 





Litigation Release No. 8587/October 27, 1978 


UNITED STATES OF AMERICA v. DONALD B. WOHL 
(U.S.D.C., N.D. Ohio, E.D., CR NO. 78-182) 


James R. Williams, United States Attorney for the 
Northern District of Ohio; William D. Goldsberry, 
Administrator of the Chicago Regional Office; and 
Orazio Sipari, Attorney in Charge of the Cleveland 
Branch Office of the Securities and Exchange 
Commission announced that on October 17, 1978, the 
Federal grand jury returned an 11 count indictment 
against Donald B. Wohl (Wohl), formerly of Shaker 
Heights, Ohio. 


The indictment charged that from on or about July 30, 
1975, to on or about November 29, 1976, Wohl, Vice 
President, Secretary and 50% owner of L.J. Schultz & 
Co., aregistered broker-dealer of securities located in 
Cleveland, Ohio, violated the anti-fraud provisions of 
the Securities Act of 1933 [Title 15, U.S.C.A. § 77q(a)] 
in the offer and sale of securities. 


The indictment further charged that Wohl obtained 
money from certain of his customers by representing 
to them that the money would be invested for them in 
arbitrage and other securities investments, but, in 
fact, Wohl invested these funds (approximately 
$1,476,910) for his own use and gain. 


The indictment further charged, among other things, 
that Wohl converted approximately $3,711,700 of other 
funds obtained from his customers in order to repay 
bank loans made to Wohl, repay other customers from 
whom he had obtained money and for his own 
personal use. 


The indictment also charged that Wohl covered up his 
actual use of these funds by mailing and causing to 
be mailed false and fictitious securities transaction 
confirmations, which he typed himself after business 
hours. 


For further information, see Securities Exchange Act 
of 1934 Release No. 14851. 





Litigation Release No. 8588/October 27, 1978 


SEC v. R.J. LOUIS & COMPANY, INC, ET AL. 
Civil Action No. 78 C 3314 (N.D. Ill.) 


William D. Goldsberry, administrator of the Chicago 
Regional Office announced that on August 18, 1978 a 
complaint was filed in the United States District Court 
for the Northern District of Illinois, in Chicago Illinois, 
seeking injunctive relief against R.J. Louis & 
Company, Inc. (Registrant), a Milwaukee, Wisconsin 
registered investment adviser, Louis J. Ragonese 
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(Ragonese), the president and chairman of the board 
of Registrant of Mequon, Wisconsin; John P. Ollrogge 
(Ollrogge), secretary and vice president of Registrant, 
who resides in Shorewood, Wisconsin; Robert A. 
Harris (‘Harris’) of Wauwatosa, Wisconsin, an 
attorney and certified public accountant; and, 
Smithwall Panels, Inc. (“Smithwall’), a Wisconsin 
corporation whose president and sole shareholder was 
Harris. 


The complaint alleges that all of the defendants 
violated the anti-fraud provisions of the Investment 
Advisers Act of 1940, the Securities Act of 1933, and 
the Securities Exchange Act of 1934, in the offer and 
sale of securities of Smithwall by use of materially 
false and misleading representations and failure to 
disclose material information concerning the benefits 
and remuneration Registrant and Ragonese received 
for placing clients’ funds in Smithwall, the financial 
condition of Smithwall and the nature of its business 
operations, the current and future value of Smithwall’s 
securities and the safety and security of an 
investment in those securities and the conflict of 
interest Ragonese was engaged in. The complaint 
further alleged that Registrant, Ragonese, and 
Olirogge sent false and misleading portfolio appraisal 
statements and periodic reports to their clients falsely 
reflecting the value of investments these defendants 
purportedly made for their clients. In addition, the 
complaint alleges that all the defendants violated the 
registration provisions of the Securities Act by 
offering and selling Smithwall debentures without 
registering these securities with the Commission. 


The complaint alleges that Registrant, Ragonese, and 
Ollrogge also violated the anti-fraud provisions of the 
Investment Advisers Act by inducing clients to 
purchase unsuitable, unseasoned, and speculative 
securities without first making reasonable and diligent 
inquiry and in disregard of information as to the 
financial condition and business operations of the 
issuers of these securities. Registrant, Ragonese, and 
Ollrogge also allegedly, falsely, and improperly valued 
and liquidated assets of their clients and obtained 
improper remuneration by billing their clients. 


The complaint further alleges that Harris violated the 
anti-fraud provisions of the Securities Act and the 
Securities Exchange Act in the offer and sale of 
promissory notes of Smithwall Expeditors (“Expe- 
ditors”) by use of false and misleading statements 
concerning the financial condition of Expeditors, the 
fact Expeditors was a new, unproven, speculative 
company and the use of the funds obtained from 
investors. 


The complaint also alleges that Registrant, Ragonese, 
and Ollrogge violated the anti-fraud provisions of the 
Investment Advisers Act, the Securities Act and the 
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Securities Exchange Act in the offer and sale of 
limited partnership interests in Qualified Real Estate 
Fund (“Fund”) through use of false and misleading 
statements concerning the interest Ragonese had in 
Fund, the remuneration Registrant and Ragonese 
received from Fund, the liquidity, safety and nature of 
an investment in Fund, the security and suitability of 
investments in Fund, the qualifications of invest- 
ments in Fund for pension and profit sharing trusts 
under the Employee Retirement Income Security 
Program Act (“ERISA”) [28 U.S.C. 1001, et. seq.] and 
the conflict of interest Ragonese was engaged in by 
utilizing funds of clients to promote his own interest. 
The complaint goes on to allege Registrant and 
Ragonese were unregistered broker-dealers in vio- 
lation of the Exchange Act. 


The complaint requests injunctive relief against the 
defendants prohibiting further violations of the afore- 
mentioned provisions of the federal securities laws 
and that the Court order all defendants to make an 
accounting of funds received from investors and the 
uses made of such funds and an order requiring to 
defendants to disgorge any and all proceeds and pro- 
fits received through the course of the aforementioned 
activities. 





Litigation Release No. 8589/November 3, 1978 


UNITED STATES OF AMERICA v. FRANK CARCAISE, 
ET AL. (M.D. Fla., Criminal Action No. 78-38-CR-R) 


John L. Briggs, United States Attorney for the Middle 
District of Florida, Jule B. Greene, Administrator, 
Atlanta Regional Office, and William Nortman, 
Associate Regional Administrator, Miami Branch 
Office of the Securities and Exchange Commission 
announced that on September 25, 1978, the Honorable 
John A. Reed, Jr., United States District Judge for the 
Middle District of Florida, sentenced Frank Carcaise 
to seven (7) years imprisonment, and William Habel to 
four (4) years imprisonment with a special 3% year 
parole. Habel will serve six (6) months. On August 9, 
1978, after a jury trial, Frank Carcaise (“Carcaise”) 
was found guilty of one count of conspiracy and 35 
counts of mail fraud, and William Habel (“Habel”) was 
found guilty of one count of conspiracy and 15 counts 
of mail fraud. 


Carcaise and Habel were charged with violations of 
the mail fraud (18 U.S.C. 1341) and conspiracy (18 
U.S.C. 371) statutes in connection with the offer and 
sale of approximately $6,200,000 of the corporate 
promissory notes secured by purported first mort- 
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gages, would, and did, notes of LTP Properties, Inc. 
(“LTP”) It was charged, as part of the scheme, that 
the defendants, in selling and causing to be sold 
these promissory obligate LTP to repay funds 
borrowed from investors, while knowing that LTP had 
little income, and was amassing a steadily rising 
debt. The indictment charged that the defendants 
caused to be diverted substantial sums of money 
borrowed by LTP from public investors for purposes 
other than those for which it was borrowed, including 
payments to other corporations and entities owned, 
controlled, and managed by the defendants. 


On December 27, 1974, the Commission filed a com- 
plaint in the United States District Court for the 
Southern District of Florida, Securities and Exchange 
Commission v. LTP Properties, Inc., et al. (Civil 
Action No. 74-1680-CiIV-JE), seeking to enjoin LTP, 
Carcaise, and others, from further violations of the 
registration and anti-fraud provisions of the Securities 
Act of 1933, and the anti-fraud provisions of the 
Securities Exchange Act of 1934, in connection with 
the offer and sale of the corporate promissory notes 
of LTP. Injunctions were entered as to all defendants, 
and a receiver appointed. 


For further information see Litigation Release Nos. 
8514, 8156, 7105, 7068, 6664. 





Litigation Release No. 8590/November 2, 1978 


SECURITIES AND EXCHANGE COMMISSION v. 
INTERNATIONAL TELEPHONE AND TELEGRAPH 
CORPORATION (United States District Court for the 
District of Columbia) (Civil Action No. 78-0807) 


The Securities and Exchange Commission (“Commis- 
sion”) today announced that Judge George H. Hart of 
the United States District Court for the District of 
Columbia denied International Telephone and Tele- 
graph Corporation’s (“ITT”) Motion for a stay pending 
the Supreme Court’s response to a petition ITT had 
intended to file with the Supreme Court for a writ of 
certiorari. In its order denying ITT’s motion, the Court 
stated that there was no outstanding order of any 
court sealing the court record in the Commission’s 
injunctive action instituted on May 4, 1978, by the 
filing of a complaint, and thus no obstacle to such 
record being made public. 


In its Complaint, the Commission alleges violations of 
the anti-fraud, reporting and proxy provisions of the 
federal securities laws in connection with ITT’s failure 
to disclose illegal, improper, corrupt and questionable 


payments aggregating many millions of dollars, since 
at least 1970, to foreign governmental officials and 
employees of non-governmental commercial custo- 
mers of ITT in order to obtain business for ITT and to 
improperly influence governmental action. Among 
the numerous countries in which such payments were 
alleged to have been made are Indonesia, Iran, the 
Philippines, Algeria, Nigeria, Mexico, Italy, Turkey 
and Chile. The Complaint alleges that the payments 
related to contracts and transactions aggregating 
hundreds of millions of dollars which involved 
business operations of major ITT subsidiaries 
including its subsidiaries in Belgium and West 
Germany. It was further alleged that ITT and its sub- 
sidiaries engaged in and aided and abetted violations 
of the exchange control laws of a number of 
countries. The Commission also alleged that false and 
fictitious entries were made on ITT’s books and 
records in connection with the payments and that ITT 
failed to disclose material facts concerning such pay- 
ments in its reports, proxy materials, registration 
statements and prospectuses. 


The Complaint described alleged payments made by 
two domestic ITT subsidiaries and a Belgian ITT sub- 
sidiary in connection with $157 million in tele- 
communications contracts in Indonesia, payments of 
at least $400,000 to bank accounts controlled by 
Chilean political interests opposed to Chilean 
Salvador Allende’s presidency, improper payments by 
Italian ITT subsidiaries of more that $385,000 for “un- 
Official” funds in connection with negotiations of 
settlement of taxes levied on such subsidiaries, the 
removal of approximately $2 million from an Italian 
subsidiary of ITT for the benefit of sellers of such sub- 
sidiary to ITT in 1971, transfers of hundreds of 
thousands of dollars to a Liechtenstein entity wholly 
owned by ITT for the purpose of evading currency 
control and income tax laws of Italy and possibly 
other countries, and the transfer of royalty and other 
payments by a Spanish ITT subsidiary in violation of 
Spanish foreign exchange law. 


The Complaint further alleged that an internal investi- 
gation conducted by ITT in late 1975 and early 1976 
into questionable payments was inadequate in that 
ITT investigators did not review documents in connec- 
tion with their inquiry and did not attempt to deter- 
mine the extent of ITT’s business affected by or 
resulting from improper payments. The Complaint 
alleged that a “Special Report” issued by ITT in 
March, 1976 was false and misleading in omitting to 
disclose the inadequacy of the investigation and other 
specific information and in falsely stating that 
approximately $3.8 million in questionable payments 
had been made when, in fact, they were substantially 
greater in amount. The Complaint also alleged that a 
subsequent investigation conducted by a special 
review committee of ITT’s Board of Directors and the 
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committee’s special counsel following the commence- 
ment of derivative actions against ITT based on dis- 
closures contained in the Special Report was 
inadequate in that documents of four ITT subsidiaries 
in Belgium, West Germany, Spain and Switzerland 
were not produced to ITT’s special counsel in 
connection with the latter investigation. The 
Complaint also alleged that in August 1977, ITT dis- 
closed that its questionable payments amounted to 
$8.7 million. 


Finally, the Complaint alleged that ITT failed to pro- 
duce to the Commission documents of the afore- 
mentioned four European subsidiaries as required pur- 
suant to the May 5, 1976 order of United States 
District Judge George L. Hart, Jr. to comply with a 
subpoena duces tecum previously issued to ITT by the 
Commission and that, accordingly, ITT was in con- 
tempt of that order. 


The Complaint seeks a final judgment (1) permanently 
enjoining ITT from violating the anti-fraud, reporting 
and proxy provisions of the federal securities laws, (2) 
directing ITT to produce documents of the four Euro- 
pean subsidiaries and holding ITT in contempt of the 
aforementioned order and fining ITT no less than 
$100,000 per day for each day on which ITT fails to 
produce all such documents, (3) directing ITT to 
amend its reports so as to make them accurate and 
complete, (4) appointing a special master to (a) con- 
duct an investigation of the adequacy of ITT’s pre- 
vious investigation into questionable payments and 
conduct such further investigation as he determines 
necessary and (b) conduct an investigation into ITT’s 
controls and procedures with respect to reporting and 
access to information of ITT’s foreign subsidiaries, 
and prepare and file a report with the Court and 
Commission concerning the foregoing, and (5) 
appointing new independent directors to ITT’s Board 
of Directors. 
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STAFF ACCOUNTING BULLETIN NO. 25/Nov. 2, 1978 
STAFF ACCOUNTING BULLETIN NO. 25 

AGENCY: Securities and Exchange Commission. 
ACTION: Publication of Staff Accounting Bulletin. 


SUMMARY: These interpretations of the staff of the 
Commission provide guidance to issuers in disclosing 
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relationships with independent public accountants in _.. 
proxy statements. Topic 6-L provides the staff’s views 
on various questions that have arisen since the W@ 
adoption of rules in Accounting Series Release No. 
250 that require the disclosure of certain relationships 
with independent public accountants. 





DATE: November 2, 1978. 


FOR FURTHER INFORMATION CONTACT: Gary A. 
Zell (202-755-0222), Office of the Chief Accountant, 
Securities and Exchange Commission, Washington, 
D.C. 20549. 


SUPPLEMENTARY INFORMATION: The statements 
in Staff Accounting Bulletins are not rules or inter- 
pretations of the Commission nor are they published 
as bearing the Commission’s official approval; they 
represent interpretations and practices followed by 
the Division of Corporation Finance and the Office of 
the Chief Accountant in administering the disclosure 
requirements of the federal securities laws. 


George A. Fitzsimmons 
Secretary 





STAFF ACCOUNTING BULLETIN NO. 25 


The following interpretation provides the staff’s views 
on various questions concerning the requirements of 
17 CFR 240.14a-101 adopted in Accounting Series 
Release No. 250 [43 FR 29110}. 


TOPIC6: INTERPRETATIONS OF ACCOUNTING 
SERIES RELEASES 


L. ASR No. 250—Disclosure of Relationships with 
Independent Public Accountants 


Facts: Instruction No. 1 to Item 8(g) of the proxy 
rules [17 CFR 240.14a-101] states in part that “all fees 
for services provided in connection with the audit 
function (e.g., reviews of quarterly reports, filings 
with the Commission, and annual reports) may be 
computed as part of the audit fees.” 


Question: What other services does the staff believe 
meet the criterion of being “services provided in 
connection with the audit function”? 


Interpretive Response: The following are additional 
examples of services provided by the principal 





accountant that the staff believes may meet the 
criterion: 


e Meetings with the audit committee or 
the board of directors on matters 
related to the audit. 


e Reviews of the systém of internal 
accounting control for the purpose of 
determining the adequacy of the system 
when done in conjunction with the 
examination of financial statements. 


e Review of tax provisions to determine 
appropriateness. 


e Consultations during the year on 
matters related to accounting and 
financial reporting. 


e Review of financial and related infor- 
mation that is to be included in filings 
with the Commission and other regula- 
tory agencies. 


e Preparation of a letter to management 
on matters coming to the accountants’ 
attention during an examination of 
financial statements. 


e Limited reviews of financial information 
to be included in interim reports to 
shareholders and other investors or 
otherwise made public. 


e Issuance of “comfort” letters to under- 
writers. 


e Reviews of sensitive payments or com- 
pliance with corporate codes of conduct 
when done in conjunction with the 
examination of financial statements. 


e Audits of entities that have been 
acquired by the issuer. 


e Reviews of compliance with restrictive 
clauses in loan indentures or other 
agreements. 


e Services performed in connection with 


the issuance of special reports under 
Statement of Auditing Standards No. 14. 


The staff believes the following are among the 


e services which do not meet the criterion: 


e Reviews or examination of financial 


records, business practices, etc., of 
companies which the issuer is consider- 
ing acquiring. 


e Internal control services provided for 
the purpose of designing or redesigning 
systems and procedures. 


e Preparation of tax returns or the 
rendering of tax advice. 


e Assistance with tax authority exami- 
nations. 


e Reviews of or assistance in the prepar- 
ation of feasibility studies or limited 
purpose forecasts and projections. 


Question: Should services, including audits, to 
employee benefit plans where the issuer engages the 
accountant be included in the disclosures of non- 
audit services? 
Interpretive Response: Yes. 

Question: If tax services for executives are mandated 
by the audit committee as part of its monitoring of 
compliance with corporate conduct, should such 
services be disclosed as non-audit? 

Interpretive Response: Yes. 

Facts: Item 8(g) states, in part, “For the fiscal year 
most recently completed, describe each professional 
service provided by the principal accountant and state 
the percentage relationship which the aggregate of the 


fees for all non-audit services bear to the audit 
fees...” 
Question: What amount should be used as the 


denominator for this computation? 


Interpretive Response: The amount recoided as the 
cost for audit, including those services provided in 
connection with the audit function, during the most 
recently completed fiscal year. 


Question: Does each non-audit service have to be 
described if the percentage relationship of the 
individual fee is less than three percent of audit fees? 


Interpretive Response: Yes. Only the individual fee 
relationship percentage is exempt from disclosure. 
However, judgment must be used to determine when 
it is appropriate to combine, for purposes of 
description, specific instances of rendering a service. 


Question: Should the services and related fees of 
accountants who are an associated or correspondent 
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firm of the principal accountant be included in the dis- 
closures? 


Interpretive Response: Yes. Such accountants are 
considered extensions of the principal accountant. 


Question: Should services provided to subsidiaries 
of the issuer be included in the disclosures? 


interpretive Response: Yes. Services provided with 
respect to any subsidiaries, whether or not consoli- 
dated, should be included. Services with respect to 
50% and less owned entities should be excluded, 
unless such entities are consolidated or unless sub- 
stantially all of the fees were paid by the issuer. 


Question: Should “out-of-pocket” expenses incurred 
by the accountant and reimbursed by the issuer be 
included in this computation? 


Interpretive Response: Yes. Such expenses should 
be included with the services to which they apply. 


Question: How should non-audit services not com- 
pleted by year-end be disclosed? 


Interpretive Response: Because the staff believes 
there would be a high correlation between the fiscal 
period in which a service is provided and the fiscal 
period in which its cost is recorded and because, 
in those instances where there is a difference in these 
fiscal periods the effect on the disclosure is only 
between years, the staff will not object to issuers dis- 
closing the services and computing the percentages 
using the amounts recorded as a cost by the issuer 
during the most recently completed fiscal year if the 
method is consistently followed year to year. 


Question: If the issuer engages the principal 
accountant to provide tax services for the issuer’s 
executives, do such services have to be disclosed? 
Interpretive Response: Yes. 

Question: Should services that are disclosed else- 
where in the proxy statement, such as tax services 
provided to executives that are disclosed as manage- 
ment remuneration, also be disclosed as non-audit 
services pursuant to Item 8(g)? 

Interpretive Response: Yes. 

Facts: Item 8(g) states, in part, “Indicate whether, 
before each professional service provided by the 
principal accountant was rendered, it was approved 
by, and the possible effect on the independence of the 
accountant was considered by, (1) any audit or similar 
committee of the Board of Directors and, (2) for any 
service not approved by an audit or similar committee, 
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the Board of Directors.” 


Question: Is generic approval of non-audit sorices 
satisfactory for disclosures under this requirement? 


Interpretive Response: Generic approval by the audit 
committee or board of directors of a defined group of 
non-audit services may result in an affirmative 
response to this disclosure requirement where such 
approval is made at least annually and includes a 
limitation regarding the magnitude of the services and 
the audit committee or board of directors sub- 
sequently compares with earlier approvals the nature 
and magnitude of the services actually performed. 


Question: Is disclosure of whether the audit commit- 
tee or board of directors has approved a service 
required if that service was rendered prior to adoption 
of the rule? 


Interpretive Response: Yes. However, the issuer may 
wish to indicate which services were rendered prior to 
the adoption of the rule, and, if appropriate, indicate 
that the service was approved and the possible effect 
on independence was considered by the audit 
committee or Board of Directors after it was provided. 


Facts: Instruction No. 4 to Item 8(g) states, 
“Describe the circumstances and give details of any 
services provided by the registrant’s independent 
accountant during the latest fiscal year that were@ 
furnished at rates or terms that were not customary.” 
In Accounting Series Release No. 250, the Commis- 
sion states, in part, “Fee arrangements where the 
accountant has agreed to a fee significantly less than 
a fee that would cover expected direct costs in order 
to obtain the client or in response to criticism of prior 
services are examples of situations which would 
require disclosure.” 


Question: What costs does the staff believe should 
be included in direct costs? 


Interpretive Response: The staff believes that at a 
minimum the compensation and fringe benefits of the 
personnel assigned to the engagement and out-of- 
pocket expenses should be included in direct costs. 


Question: Must the provision of a service without 
charge or at a nominal charge to an audit client be 
described if the accountant’s usual fee for such 
service is de minimus? 


Interpretive Response: No description of the circum- 
stances is necessary if the service is concomitant to 
the audit and if the accountant’s normal fee for such a 


service is de minimus. } 























SECURITIES INVESTOR PROTECTION ACT 
OF 1970 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 79/October 31, 1978 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 15286/October 31, 1978 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Release No. 80/November 2, 1978 


In the Matter of 
SECURITIES INVESTOR PROTECTION CORPORA- 


TION 
900 17th Street, N.W. 


eee D.C. 20006 


File No. SIPC-78-3 


ORDER EXTENDING THE TIME PERIOD WITHIN 
WHICH THE COMMISSION IS REQUIRED TO ACT ON 
PROPOSED RULE CHANGES. 


The Securities Investor Protection Corporation 
(“SIPC”) submitted on June 23, 1978, pursuant to 
Section 3(e)(2) of the Securities Investor Protection 
Act of 1970, as amended, proposed rule changes to 
provide for closeouts and completions of the open 


contractual commitments of an insolvent broker or 
dealer. Notice of the filing was given by publication of 
a Commission release (Securities Investor Protection 
Act Release No. 72 (July 10, 1978)) and by notice in 
the Federal Register (43 FR 20954 (July 18, 1978)), 
and interested persons were invited to comment. 


The Commission has considered the proposed rule 
changes. Proposed Rule 306 provides that SIPC may 
authorize the closeout or completion of open con- 
tractual commitments if it appears to SIPC that failure 
to do so may have a substantial detrimental impact 
upon the financial condition of one or more brokers or 
dealers. The Commission believes that proposed Rule 
306 should be amended to provide for Commission 
review of SIPC determinations under that rule and to 
provide that any subsequent closeout or completion 
shall be mandatory. SIPC has been requested to 
amend its filing accordingly. 


In order to provide time for SIPC to amend its filing 
and for public notice and comment thereon, the 
Commission finds it appropriate to extend the time 
within which it must approve or initiate proceedings 
to. disapprove the proposed rule changes, as 
amended. 


Accordingly, the Commission, pursuant to Section 
3(e)(2)(B) of the Securities Investor Protection Act of 
1970, as amended, hereby extends to January 2, 1979, 
the time within which the Commission must take 
action on the above-referenced proposed rule 
changes. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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